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It is, however, essential that the cutriculum for religious 


inspiration for building a democratic, tolerant and just Society as 

envisaged in the concept of Pakistan. 
—The New Education Policy of The Government of Pakistay, 
Islamabad, March 1970 
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mic progress and preservation of moral and spiritual values,;,We 
must supplement the material reward which often results from 
economic development with non-materialsatisfactions and motiva- 
tions through the creation of amore just society.: This approach to 
development is especially significant in case of Pakistan—a nation 
committed to,welfare concepts based on the ideology of Islam, 
/Moréover, I judge Mr Mannan, in explaining:the Islamicitenets, 
has; brought out the implication of various religious injunctions 
of Islam and their: bearing on somevof the very -pressing»issues 
confronting the Muslim world. In this connection also, he gives. a 
number of practical suggestions. The mostimportant) point which 
the.author has raised isthe founding of a'Muslim World. Bank of 
Development to better utilise the vast resources ofjthe Muslim 


countries. This is not a utopian notion, but a\practical: and.useful 
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PREFACE 


The book J/slamic Economics: Theory and Practice seeks to 

give my learned readers an insight into the economic values of 
Islam in the context of modern economic thought. It is, therefore, 
primarily analytical]. In this book an attempt has been made to 
examine whether Islam could give a workable code of conduct 
and a blueprint of the socio-economic framework ; thus, in addi- 
tion to theoretical analysis of various economic problems of the 
Muslim world, a number of practical suggestions based on Islamic 
values of life have been put forward for policy decisions. As, for 
instance, I have advocated founding a Muslim World Bank on the 
mode! of I.6.R.D., the Asian Bank and the African Bank: I have 
suggested setting up of a network of consumers’ co-operatives to 
solve the problem of consumption loans and price inflation; I 
have underlined the need to establish a ‘People’s Zakat Trust,” 
and emphasised the urgency of associating the ‘Ulama’ with devel- 
opment planning by setting up of ‘‘Mosque Community and Farm 
Guide Centres,’ and so on. Since Pakistan is committed to Wel- 
fare State concepts based on the ideology of Islam, I have also 
discussed many economic problems of Pakistan in the light of 
Islamic values. 

In writing this book, works of many eminent: authorities 
have been freely consulted and quoted not only to emphasise cer- 
tain ideas but also to give them an authoritative impression. | 
am grateful to all of them. Many verses of the Holy Qur’an and 
Hadiths have also been repeated here and there for the purpose 
of analysis. A part of the book was also published in the form 
of articles in various national and international journals with a 
view to ascertaining the reaction of the learned readers. I have 
taken note of their reactions at the timeof final preparation of the 
manuscript. 

With a feeling of humility I must appreciate the unfailing 
encouragement I used to receive from my father-in-law, Mr K.A. 
Hossain, ex-Member of the Bengal Civil Service, from time to 
time which has greatly stimulated my interest in writing this book. 

[ express a deep sense of gratitude to Dr Mahbubul Hag, 


Mr Raihban Sharif, Dr Moinuddin Baqai, Dr M.A, Sattar, Mr 


vi 
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M. A. H. Khandkar, of Planning Commission, Government of 


Pakistan, for their help in several ways. 

I am also grateful to Dr Charles S. Benson, Professor, Uni- 
versity of California, Berkeley, U.S.A., for the trouble he has 
kindly taken in writing a Foreword to my book. He is an educa- 
tionist of international repute and author of a number of books 


on Economics of Education. 
I must record my thanks to Mr M. M. R. Chowdhury of the 


Ministry of Education, Dr Abdun Noor of the Planning Commis- 
sion, Mr Mosharraf Hussain of Military Accounts ‘Service, Mr 
Mahmood-i-Elahi and Mr Aurangzeb Khan of the Ministry of 
Foreign Affairs, Mr Bazlur Rabman and Mr Abdul Ghani Alvi of 
the Ministry of Finance and Mr W. Rasool, ex-Editor, Sandhan, 


of Islamic Research Institute, for their encouragement. 
I am grateful to the Planning Division for permission to 


publish this book in my personal capacity. 
I am greatly indebted to my renowned publisher, Sh. Muham- 


mad Ashraf, for his kind co-operation and help. But for the help 
of Mr Ashraf Darr it could not have been possible to publish this 


book so soon and in such a presentable way. 
I am also obliged to my wife, Mrs Nargis Mannan, B.A, 


(Hons.), M.A., for her invaluable co-operation. This is not merely 


a routine acknowledgment of her help. 
My thanksare also due to my Steno, Mr Nurul Islam Bhuiyan, 


for his help. 
Finally, I would like to confess that I am nota scholar in ~ 


Islamic literature. The present work which is the outcome of 
private study is based on my conviction that the Socio-Economic 
System of Islam could serve as a guide for the ailing Muslim 
world, nay, the world at large. My labour will, however, be 
amply rewarded if some of my thoughts and recommendations, as 
reflected in the book, find an echo in the hearts of those for 
whom this book is intended. 3 
In this connection it may be mentioned that the Punjab and 
Karachi Universities have recently introduced a paper in their 
M.A, classes on ‘‘Economic Values of Islam’’, Although I started 
this work long before the introduction of the paper in question, 
this book is expected to cover more than 90% of the syllabus of 


pedis 
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the course. I hope, this book will be of great help to all serjoy. 


students of Economics. 


However, the views expressed in the’ book are purely persona} 
and do not In any way reflect the views of the Planning Commis. 


sion. The defects or deficiencies in the analysis, if any, are entire 
ly attributable to me, 


M.A. MANNAN 
Islamabad 
1 September 1970 
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And when the Prayer (morning) 
Is finished, then disperse 

Ye through the land, 

And seek the Bounty of God 


The adoption of Western economic theory and practice will 
not help us in achieving our goal of creating a happy and content- 
ed people. We must work our des tiny in our own way and present 
to the world an economic system based on the true Islamic 
concept of equality of mank ind and social justice. We will there- 
by be fulfilling our mission as Muslims and giving to humanity 
the message of peace which alone can save it and secure the wel- 
fare, happiness and prosperity of mankind. 

—QOuaid-t-Azam Muhammad Ali Jinnah 
In his address at the time of inaugura- 
tion of the State Bank of Pakistan on 
1 Ju’y 1946 


To me, Islamic Economics is a social science which studies the 
economic probiems of a people imbeed with the valves of Islam. 
This definition of Islamic Economics is in striking coatrast to the 
modern definition of Economics which is a “study of mankind in 
the ordinary business of life’. To pat it more clearly in the words 
of Professor Robbins : “Economics is a science which studies 
human behaviour as a relationship b=tween ends and scarce means 
and which have alternative uses " The aptness of this definition 
is not incontrovertible, but it provides at any rate a very good 
description of the subject-matter of modern Economics which is 
primarily a study of man living in a society. If Sociology is a 
genus, Economics isa species of the same genus. Nodoubt, Islamic 
Economics isa part of Sociology. But this is a social science in a res- 
tricted sense. Because here we are not studying each and every 
individual living in society. Islamic Economics is the stady of man 
—not of an isolated individual but of a social individual having 
faith in the Islamic values of life. Like modern Economics, Islam- 
ic Economics does not study the world consisting of men like 
Robinson Crusoe. Because the phenomenon of exchange, either as 
a fact or as a possibility, is to be included in both the Economics. 

Modern Economics deals mainly with problems wvolving | 
money. There is, indeed, an increasing number of economists who __ 
endorse the view that Economics is concerned with that aspect 
of human behaviour which is concerned with money-getting and 
money-spending. But classical writers and their present-day foll 
ers are inclined to go behind the money veil and to depict t 
economic problem in non-monetary terms. The fundan n e 
economic problem of mankind owes its origin to the fact th 
have wants and that these wants cannot generally beard 
without the expenditure of our limited resources of — 
and material equipment. If we had unlimited means f 
faction of all kinds of wants, the economic problem wou 
arisen. So far as this basic problem of scarcity is ¢ 
is hardiy any difference between Islamic and esndinaitit 
If there isany difference, it lies in its nature and volume, Th 
why the main difference between these two systems of Econor 
can be found with regard to handling of the problem of 
The question of choice arises from the fact that our re 
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And when the Prayer (morning) 
Is finished, then disperse 

Ye through the land, 

And seek the Bounty of God. 


—al-Qur’an, xii. 10 


The adoption of Western economic theory and practice will 
not help us in achieving our goal of creating a happy and content- 
ed people. We must work our destiny in our own way and present 
to the world an economic system based on the true Islami 
concept of equality of mankind and social justice. We will there- 
by be fulfilling our mission as Muslims and giving to humanity 
the message of peace which alone can save it and secure the wel- 
fare, happiness and prosperity of mankind. 

—Quaid-t-Azam Muhammad Al: Jinnah 
In his address at the time of inaugura- 
tion of the State Bank of Pakistan on 
] Ju’y 1948 
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To me, Islamic Economics is a social science which studies the 


economic problems of a people imbued with the values of Islam. ¥ 


This definition of Islamic Economics is in striking contrast to the 
modern definition of Economics which is a ‘‘study of mankind in 
the ordinary business of life’. To put it more clearly in the words 
of Professor Robbins: ‘‘Economics is a science which studies 
human behaviour as a reJationship b2tween ends and scarce means 
and which have alternative uses ’’ The aptness of this definition 
is not incontrovertible, but it provides at any rate a very good 
description of the subject-matter of modern Economics which is 
primarily a study of man living in a society. If Sociology is a 
genus, Economics isaspecies of the same genus. Nodoubt, Islamic 
Economics isa part of Sociology. But this is a social science in a res- 
tricted sense. Because here we are not studying each and every 
individual living in society. Islamic Economics is the study of man 
—not of an isolated individual but of a social individual having 
faith in the Islamic values of life. Like modern Economics, Islam- 
ic Economics does not study the world consisting of men like 
Robinson Crusoe. Because the phenomenon of exchange, either as 
a fact or as a possibility, is to be included in both the Economics. 

Modern Economics deals mainly with problems involving 
money. There is, indeed, an increasing number of economists who 
endorse the view that Economics is concerned with that aspect 
of human behaviour which is concerned with money-getting and 
money-spending. But classical writers and their present-day follow- 
ers are inclined to go behind the money veil and to depict the 
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economic problem in non-monetary terms. The fundamental 


economic problem of mankind owes its origin to the fact that we 

have wants and that these wants cannot generally be satisfied _ 
without the expenditure of our limited resources of human energy | 
and material equipment. If we had unlimited means for the satis- } 


faction of all kinds of wants, the economic problem would not have 
arisen. So far as this basic problem of scarcity is concerned, there 


is hardly any difference between Islamic and modern Economics. 
If there isany difference, it lies in its nature and volume. That is \ 
why the main difference between these two systems of Economics — 
can be found with regard to handling of the problem of choice. 
The question of choice arises from the fact that our resources are 
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limited so that the satisfaction of some kind of want is at the 
expense of some other want which must go unsatisfied. The eternal 
conflict between multiplicity of wants and scarcity of means forces 
us to make a choice between our wants, to fix up a list of priorities 
and then distribute our resources in such a manner as to be able 
to secure maximum satisfaction of wants. In modern Economics, 
this problem of choice is greatly dependent on the whims of in- 
dividuals. They may or may not take into account the requirements 
of society, But in Islamic Economics, we are not in a position to 
distribute the resources in any way we like. There is aserious mora! 
limitation imposed by the Holy Qur’an and the Sunnah on the 
powers ofthe individual in thisrespect. The entire circle of econo- 
micactivity may be explained with the help of the following two 
charts: 

(A) (B) 
Modern Economics 
B (1) Man—(social) 


Islamic Economics 


— ee 


A (1) Man—(social but 


religious) 
Dia Re ee Dulas yc Re FEB 
| age. 
A (2) unlimit- A (3) scar- B (2) unlimit- B (3) scar- 
ed wants city of means’ ed wants city of means 
Economic | | Economic 
| Problems (E) | | Problems (E) | 
A (4) Epics B (4) euilits 
(guided by economic values (guided by whims of the 
of Islam) individual) 


Thus to sum up, in Islamic Economics we study not only the 
social individual but also man with religious bent of mind [A(1)], 
whereas in modern Economics we are primarily interested in a 
people living in a society [B(1)}. It is because of a multiplicity of 
ends [A(2)/B(2)} and scarcity of means (A3/B3), that the economic 
problems have arisen (E), [his problem is basically same in both 
the modern and Islamic Economics. But the difference arises with 
regard to choice, Islamic Economics is guided by the basic values 
of [slam |A(4)| and modern Economics based on capitalistic socio- 
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economic framework is greatly controlled by the whims of the in- 
dividual {B(4)]. 

This difference gives rise to the controversy whether Islamic 
Economics is concerned with ends or whether it should be neutral 
between different ends. Because modern Economics is indifferent 
between ends, it discusses the economic problems as they are, not 
what they ought to be. In other words, modern Economics is not 
concerned with value-judgment. Thus Professor Robbins observed : 
The subject-matter of Economics is essentially a relationship 
between ends conceived as tendencies to conduct, on the one 
hand, and the technical and social environment on the other. 
Ends as such do not form part of the subject-matter. Nor does the 
technical and social environment. It is the relationships between 
these things and not thethings in themselves which are important 


for the economist. 

But some recent writers like Hicks, Lange, Kaldor and others 
tried to restore at least a part of Welfare Economics on a strictly 
scientific basis. According to these writers, economic welfare is 
maximised if our economic resources are allocated in an optimal 
manner. The task of Welfare Economics, then, is simply to analyse 
the conditions of such optimum allocation. It should be noted 
that no ethical significance is attached by these writers to the 


term ‘‘welfare’’, 

Whether we like it or not, Islamic Economics cannot remain 
neutral between different ends. Thus the activities concerning the 
manufacture and sale of alcoholic drinks may be good economic 
activities in the modern economic system. It cannot be so in 
Islamic States.(Because on many occasions they do not promote 
human welfare—a welfare which may not be measured in terms of 
money. In modern Economics the individual’s welfare is regarded 
as an increasing function of the commodities and services which 
he, according to his scale of values, likes to have, and as a — 
decreasing function of efforts and sacrifices which he will have to 
make for their attainment. But in Islamic Economics the indi- 
vidual must take into account the injunctions of the Holy Qur’an | 
and the Sunnah in pursuing his activity/In Islam, social welfare | 
is maximised if economic resources are so allocated that it is 
impossible tomake any one individual better off by any rearrange- 
ment without making anyone or some others worse off within the 
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framework of the Our’4n and the Sunnah. Anything which is not 
expressly prohibited in the Our anor the Sunnah but is consistent 
with the spirit of the same may be styled as Islamic. We find n 
harm in having such activities to be carried out in the Islami 
economic system. 

Though Islamic Economics, like modern Economics, 
merely concerned with that aspect of human hebaviour which is 
related to money-getting and money-spending, yet they forma 
great part of our economic activities. It is really surprising that 
even fourteen hundred years ago Islam tried to bring about a 
lasting balance between earning and spending in order to achieve 
the target of the maximum social advantage. Islam has always em- 
phasised lawful earning of livelibood. All unlawful means of! 
destroy a 


IS not 


acquiring property are prohibited as these, in the end, 
people (iv 30). It has, therefore, laid down certain rules which 
govern and determine the form and intensity of wealth-earning 
activities of man. They are so restrained as to be in complet: 
harmony with the peace and well-being of society as a whole. At 
no stage are these economic activities to be free from the yoke of 
moral considerations. To thisefiect the Holy Our’an says (ii. 168) : 


Islamic Economics 


advantage, becomes a handicap and arrests their moral and spiri- 


tual development (iii. 181). The other extreme, extravagance, is 


equally condenmed. He commands : 
But waste not 
By excess, for God 
Loveth not the wasters (vi. 141). 
Verily spendthrifts are brothers 
Of the Evil Ones ; 
And the Evil One 
Is to his Lord (Himself) 
Ungrateful (xvii. 27). 


The fact is that Allah is Alone and All-Sufficient. It is men 
who are needy, and prosperity is achieved not through miserliness 
or holding back but through beneficent spending in the cause of 
Allah, that is, in the service of His creatures (xl]vii. 39). 

In this way, Islam harmonises the money-earning and money- | 
spending activities in such a way that they may promote welfare 


of the people. 
Thusin onesense, Islamic Economics ismore restricted and, in 


the other sense, it is more comprehensive than modern Economics, 
It is restricted, because it is concerned only with those people who 


have faith in the Oneness of Allah and His moral teachings as re- 
flected in the Holy Qur’an and the Sunnah. It is also restricted, 
because an Islamic State cannot encourage any and every econo- 
mic activity. The activities which cannot promote. huma: wel- 
fare cannot be encouraged in an Islamic State. But the conce ot 
of human welfare canrot be static, and is always: relative to 
0 12 olf Ly @ 
changing circumstances. The point is that the concept of we fare 
1 tee 
must be in harmony with the Universal Principles | of As am—_ 
principles which will remain valid forall times to come just as. the 
sum total of one plus one will remain true to all ages. _ at 
Again, it is comprehensive because Islamic Economics he es 
cognizance of non-economic factors like political, soci , ethi 
Sie 
and moral. In a sense it is like an Applied Economics which a 
takes into cognizance of non- economic factors —the ee 
| That will never fail. and frictions: of the actual world which tilt, the. balance ei 
In fact, niggardliness is condemned as a negative and destruc- practical decision. Thus the scope of Islamic Economics seems sto 
become the administration of scarce resources in human society ins 


tive quality. Wealth of the misers, instead of bringing them any 


O ye people ! 

Eat of what is on earth, 

Lawful and good; 

And do not follow t 
The footsteps of the Evil One, 

For he 1s to you 

An avowed enemy. 

Thus an Islamic State can encourage only those legitimate 
activities wbich are in complete harmony with social good. It follows 
that Islam views with extreme disfavour a monopoly of resources 
by a few capitalists (lix. 7) and the stress is always on socially 
beneficial spending only. The Holy Our’an says (xxxv. 29) : 

And spend (in Charity) 

Out of what We have provided 
: For them, secretly and openly, 
| Hope for a Commerce 


=< 
’ 
f 


4 


9 


Islamic Economics : Theory and Practice 
the light of ethical conception of welfare in Islam. It is, therefore, 
concerned not only with the material causes of welfare, but also 
with immaterial goods subject to the Islamic prohibition on con. 
sumption and production. 

It may be noted here that this basic notion of the scien 
of Economics owes its origin to the brilliant writings of many 
famous Muslim writers like Tasi, Ibn Khaldiin. Tiisi’s definition 
of Economics clearly underlined the importance of the value o! 
exchange, division of labour and welfare of the people. Thus 
Muhammad bin Hasan Tasi (d. 1274 c.£.), in his famous Pers; 
work Akhldgq-1-Ndsiri wrote : 

If every person had to remain occupied in producing his own 
t havi 


Islamic Economics 


saw the interrelationship between economic, political, social, ethical 
and educational factors. Although his celebrated al-Mugaddimah 


deals with these factors separately, he considers them as inter- 
linked “aspects of civilisation that affect human beings in their 
social organisation”. 

Besides Tits} and Ibn Khaldin, many a brilliant Muslim 
scholar like Imam Abi Yisuf (d. 798 c £.), Yahya b. Adam (d. 818 
c.E.), al-Hariri (1054-1122 c.£.) contributed to the development 
of the science of Economics. It is they who gave Economics a 
distinct shape and treated its subject-matter on a scientific basis. 
Viewed from this angle of view, these Muslim scholars can be 


regarded as the forerunners of the Mercantilists, Physiocrats and 


Classical writers. 


food, clothing, shelter and tools respectively . . . he could nc 
survived because of becoming foodless during the (long) peri 
required (for supplying the above things)... . However, since 
peopie co-operate with each other and everyone adopts a part 

cular profession, producing more than what is sufficient for hi 

own consumption, and since the laws of justice take care of th 
matters pertaining to the exchange of one’s surplus output wit 

the products of other people, economic means and goods beco: ' 


available to all. .. . Thus God in His wisdom diversified people's 
activities and tastes so that they might adopt different occupa- 
tions (to help each other)... . It is this division of work which 

international structure and mankind's 


brings into existence 
economic system. Since human existence does not acquire a sha 
t —¢ ick 


without mutual co-operation, it cannot take place without so 
contact, hence man by nature is dependent upon society. 

Again, in his definition Ibn Khaldun (1332-1406 c.£.), th 
celebrated Arab scholar of Tunis whois universally recognised as 
the father of Social Sciences, has given a definition of Economics 
which is broader in scope than that of Tasi’s. He saw moreclearly 
than many later economists the intimate connection between 
Economics and human welfare. 

His reference to ‘‘the dictates of reason as well as ethics’”’ 
shows that he considers Economics both a positive and a normative 
science. Further, his use of the word ‘“‘Masses”’ (al-] amir) is indi- 
cative of the fact that the purpose of the study of Economics is to 
promote welfare of masses and not of individuals. It 1s so because 
economic and social laws operate on masses and cannot be signifi- 
cantly influenced by isolated individuals, It is Ibn Khaldin who 
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HA-MIM. By the Scripture that maketh plain. Lo! We 


revealed it on a blessed night—lo! We areever warning—wher; 


upon every wise Command is made clear, as a Command from 
Our presence. Lo! We are ever sendinga Mercy from the Lord. Lo! 


He is the Hearer, the Knower. 


1 ! = 1: 
—al-Our Git, ALLV. I - 


| 


More pure than the system of Zoroaster, more liberal than 
the laws of Moses, the religion of Muhammad might seem Iess 
inconsistent with reason than the creed of mystery and super- 
stition which in the seventh century disgraced the simplicity of 


the Gospel. 
—Gibbon, Decline and Fall of the Roman Emfpsr 


1. Intvoduction 


In this chapter my main objective is to establish that Islamic 
law (Shari‘ah) has the ability for evolution and development to 
face the contemporary issues of the world of Islam. The spirit and 
general principles of Islamic laws were valid yesterday, are valid 
today and will remain valid tomorrow. In most cases, the Islamic 
scheme of laws leaves the details to human reason. The reason, of 
course, has been tethered to revelation and a wide range has been 
provided to it for its function. It is this absence of details that 
gives Islam an amountof elasticity, unknown in any other system, 
and it is this elasticity and adaptability in details that make 
Islam a universal code, capable of being realised at all times. We 
can see the same principles running through all the teachings of 
Islam, As a wonderful combination of rigidity and flexibility is 
inherent in Islamic laws, there are some points of similarity and 
dissimilarity between Islamic laws and economic laws. Let us now 
confine ourselves to explaining the nature of economic laws. 


2. Nature of Economic Laws 


An economic law is a statement of tendencies—a statement 
of causal relationship between two groups of phenomena. All 
scientific laws are laws in the same sense, If there is a combination 
of hydrogen and oxygen, other things being equal, we get water. 
So also in Economics, other things being equal, if the price of a 
commodity rises, the demand for it will usually fall. If a law of 
chemistry be a natural law, an economic law is also a natural law 
in the same sense. But the laws of Economics cannot be as exact 
as the laws of natural sciences. They are due to the following 
reasons. : nia 

First, Economics 18 a social science and as such it has to deal 
witha multiplicity of men guided bya multiplicity of motives. This 
element in the situation is responsible for the fact that economic 
laws can give only average results. Secondly, not only the econo- 
mic data are innumerable but they are themselves changeable 
over a period of time. Since men change in their attitudes, tastes 
and disposition over a period of time, the task of predicting how 
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different men will react to a given change in circumstances 0! 
different occasions becomes extremely risky and precarious, 
Thirdly, there are many unknown factors in the situation. All the 
data cannot be known and prediction based on known data may 
be falsified or distorted by the influence of the unknown data. 
Economic laws may, however, be compared with the laws of tides 
rather than the simple and exact law of gravitation. The laws of 
tides explain how there Is a rise and fall of tides twicea day under 
the influence of the sun and the moon, how thereare strong tides at 
new and full moon, etc. In human activities, too, there are many 
unforeseen circumstances, as a result of which the expected course 
of action may not happen in the regular way. 

‘‘Economic laws,’ writes Seligman, in his Principles of Econo- 
mics ‘‘are essentiallly hypothetical.”’ ‘‘All economic laws contain 
the following qualifying clause ‘‘other things being equal,”’ i.e. 
we assume that from a given set of facts, certain conclusions will 
follow, if no other change takes place in the meantime. But other 
things are not always equal and, consequently, in Economics, 
definite conclusions cannot be predicted from a given set of facts. 
Economic laws are, therefore, described as hypothetica!—hypo- 
thetical because their truth and operation depend upon so many 
factors which are variable and imperfectly ascertainable. 

But it does not follow that because an economic law 
hypothetical, it is unreal or useless. The laws of all other sciences 
are also hypothetical. Every science assumes certain causes and 
draws certain generalisations from those causes, assuming that 
nothing changes in the meantime. Moreover, all economic liws are 
not essentially hypothetical. [here are some economic laws which 
may be regarded as true as physical laws and there are others 
which are true like axioms as we find in the case of the law of 
Diminishing Returns. Economics, unlike other branches of the 
social sciences, has got a common measuring rod of human motives 
in the shape of money. As Marshall has abserved, ‘‘Just as the 
chemist's fine balance has made chemistry much more exact than 
any other physical science, so also the economist’s balance, 
the money measuring rod of human motives,—rough and im- 
perfect as it is, has made Economics much more exact than any 
other branch of the social sciences,’’ Thus Economics, though much 
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less exact than the physical science, is much more exact than the 
other social sciences. Economics does not, generally speaking, give 
us a body of settled conclusions and doctrines. It imparts instead 
an apparatus of the mind, a technique of thinking, an outlook and 
an approach, Training in economic theory and economic analysis 
enables us to understand better concrete economic problems and 
thus equips as for finding a scientific solution of our problems. 
With this brief analysis of economic laws we may proceed to ex- 
plain the basic concepts of Islamic laws and their ability for evo- 
lution to face the present-day conflicting problems. 


3. On the Dynamics of Islamic Laws 


The uniqueness of Islamic laws lies in their comprehensiveness 
of principles, valid through ages in respect of the whole of man- 
kind. The whole basis and sources of Islamic lawsare a standing 
and perpetual miracle—miracle in the sense that Islamic laws 
may not only be compared with the laws of tides but also with 
the simple and exact law of gravitation. Because while Islamic 
laws have always been found to yield new truths and fresh guid- 
ance in every age and at every level, guidance has also been furnish- 
ed tomankind through aseries of fundamental and eternal revela- 
tions vouchsafed by Allah to the Prophet (be peace on him). It is at 
this stage necessary to go into the very basis and sources of Islamic 
Law to establish that it isa standing guidance for mankind for all 
times to come, We all know that sources of Islamic Law are basi- 
cally four : (2) the Qu:’an, (b) the Sunnah and Hadith, (c) Ijma‘ and 
(2) Oiyas and Ijtihad, but I shall try to explain each of these sources 
of law from the standpoint as to whether they could expound and 
explain all that isor may be needed by mankind for the complete 
fulfilment of life. 

(a) The Holy Qur'an, The eternal and original source of Islamic 
Law is the Holy Qur’an which is the very messages that Allah put 
in the mouth of the Prophet (be peace on him) for the guidance of 
mankind, These messages are universal, eternaland fundamental. 
But thereare certain misconceptions among some Muslim and non- 
Muslim scholars regarding the true meaning of the Holy Qur’an. 
The first misconception arises from the controversy whether the 
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r ‘“‘uncreated”’’. The Mu'‘tazilah sch¢e 


T 
il 


Our’an is ‘‘created”’ 
thought along with some non-Muslim thinkers believed that 


: - 
7 , ee 


»elonged to the created world and is not the eternal s| 
They appear to have believed that the Holy Boo 


Our’an t 

of God. kv 
sent to the heart of the Prophet (be peace on him) from whe 
emerged from time totime in the language andstyle of the Prop! 
(be peace on him). Hence they held the view that the Qur’an 


“‘created’’. But on the authority of Shab Waliullah and Iqbal! 


can say that the Holy Qur’an is ‘‘uncreated, m 
vouchsafed by Allah to the Prophet (be peace Undoub 


the Divine revelation flowed through the Prop 
but 


an eternal 
on him). 
edly, 

over a period approximately twenty-two years the 
the idioms and the style are generated with the ideas without | 
conscious control of the Prophet (be peace on him), the recipient 
of Revelation which is not the integral part of the ‘‘agent’s mind”. 
Herein lies the fundamental! distinction between mysticism of the 
Our’anic Revelation and mystic inspiration of a philosophe: 
poet and a scientist. Because, jn the latter case, the organic rela- 
tionship between feeling, ideas and words becomes complete w 
a life of its own ; though this creative process of a philosopher « 
scientist lies, in a sense, beyond the ordinary reach of the rec: 
pient, yet this creative new knowledge is an integral part of the 
In this sense, the Divine Revelation does not 
‘mind of the Prophet (be peace on him). 
In his book Jslam, Dr Fuazlur 


OT a 


‘‘agent’s mind 
form part of the creative 
Therefore, the Qur’an 1s eternal. 
Rahman, has also tried to establish the same. But his analys 


gives us an ample scope for intellectual confusion. At one place, 
he observed : ‘ That is why, his { Prophet’s] overall behaviour is 
regarded by the Muslims as Sunna or the ‘perfect model’. But, 
with all this, there were moments when he, as it were, ‘transcends 
himself’ and his moral cognitive perception becomes so acute and 
s 1d2ntical with the moral Jaw 


nis 


so keen that kts consciousness becomes 
itself’! (italics ours). Again he says, in 
became one with the moral law, he may not 


with God or even with a part ol 


“But if Muhammad, 


moments, 


Our anic 
utely identified either 


be absol 
1. dslam, Oxford University Press, Weidenfeld, 1966, p. 32 


2. Jbid., p. 23 
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observations are inconsistent in the sense that if Muhammad (be 
peace on him) ‘“‘became identified with the moral law’’ even in the 
‘‘Our’anic moments,’ that moral laws or religious values are then 
the partof the agent’s mind. But the Holy Our’an categorically for- 
bidsany attempt toassociate (sharik) a creature with Allah and the 
Prophet (be peace on him) himself condemned any such move as 
the greatest sin. The fact is that the Holy Qur’an is the universal 
record of the verbal revelation vouchsafed by Allah to Muhammad 
(be peace on him) who was powerless to control the process of 
revelation consciously. Thus, the Holy Quran is uncreated, it 
always yields, and will go on yielding, the needed guidance for 
mankind, This has been demonstrated through more than thirteen 
centuries, and that is a guarantee that it will continue to be 
demonstrated through the ages. In the words of Sir Muhammad 
Zafarullah Khan, we can say, ‘Ihe Quran has proclaimed that 
falsehood will never overtake it. All research into the past and 
every discovery and invention in the future will affirm its truth 
(41 : 43). The Quran speaks at every level ; it seeks to reach every 
type of understanding, through parables, similitudes, arguments, 
reasoning, the observation and study of the phenoinena of nature, 
and the natural, moral and spiritual laws (18:55; 39: 28; 59: 


22).''3 


Secondly, some modern scholars are under the wrong impres- 


sion that a great part of the Quranic revelation is ‘‘causal,’’ because 
their appearance is based on the then Arab society. The norms and 
values are, therefore, to be derived from the various Qur’anic 


injunctions. Thus in his book Mohammedan Theories of Finance) 


N.P. Aghnides observed : 
The revelations of the second period [in Medina], therefore, Te. 


& 


late principally to questions of war and internal reorganisatic d 
such as spoils, Zakat, marriage, inheritance, usury, transgressions, , 
etc. The general characteristic of these revelations is that the 2 ef 


are causal, for they were revealed as the circumstances require 
they were never meant to be, and they are, a well-rounded S¥StED 


of Law. 
But the very term ‘‘causal’’ is objectionable, because this is 


against the spirit of ‘“‘uncreated”’ or eternal nature of the Qur’a an, 


s 


nee 


3. Islam, The Meaning for Modern Man, p. 86, 
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If everybody starts thinking that the Qur’anic revelations are 
' 1n character, different people guided by mul- 
tiplicity of motives and values would derive different sets of 


generally ‘‘causal’ 

norms and values suited to their own requirements. This wil! 
have a damaging and disastrous effect on the whole aspect of 
universal revelations of the Holy Qur’an. The fact is that the 
Our anic Laws are to be enforced as they are. That does not mean 
that we are debarred from deriving norms and values by analogy 
in the problems for which we have no expressed or written solu- 
tions.\ [he revelations which were obviously based on the con- 
dition of Arab society then prevailing are symbolic ones. 

It is not also correct to assume that the Qur’anic revelations 
were never meant to be a system of law. If by law we mean th: 
present-day man-made system of law which is mostly one-sided 
and motivated mainly by consideration of explotation in one way 
or other or aparthied policy or the like, then the Our’an does not 
clearly provide us a code of Law. It is, of course, true that the 
Qur‘an is not a legal code in the modern sense of the term. It is 
not a compendium of ethics either.\The Our’an, however, instead 
of mentioning the minutive, talks of the basic principles and 
draws attention to various Divine Attributes, their operation and 
the manner in which mankind may derive benefit from the know- 
ledge thereof. Jn fact, all that is basic for the promotion of human 
welfare in all spheres, whether pertaining to principles or conduct, 

is set forth and compounded (xvi. 90). We are reminded: ‘‘O man- 
kind, there hasindeed come to you an exhortation from your Lord 
and a healing for whatever ills there are in the hearts, and a guid- 
ance and a mercy for those who believe” (x. 58). Within this 
framework, man is free to accept the truth on the basis of under- 
standing (xii. 109). It is, therefore, not correct to assume that 
belief in Divine Revelation of fourteen centuries ago would tend 


rather it will stimulate the intellect and 


to intellectual rigidity, 
The 


open ail manner of avenues for the expansion of knowledge. 
constant and repeated exhortation to reflect upon and ponder 
every type of natural phenomenon with which the Our’an abounds 
iS am express urge in that direction. 

The last, not the least, misconception about the Our’an arises 
from the incorrect presumption of N.J. Coulson who made the 
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following remark: ‘‘The primary purpose of the Quran is to regu- 
late not the relationship of man with his fellows but his relation- 
ship with his creator.’’4 This observation is simply a half truth 
and betrays his sad ingorance of the spirit of the Qur’Anic Law 
which is intended to bring an equilibrium between spiritual 
and material requirements of life. The verses revealed in 
Mecca, especially the oldest of them, all enjoin upon the Meccans 
belief in the resurrection, the last day of judgment and the final 
reward or punisbment for human acts in the world to come. We 
have already noted that the revelations of the second period re- 
late to the law of interitance, rulings for marriage and divorce, 
question of war and peace, punishments for theft, adultery and 
homicide, etc. Thus we see that the Our’4n expounds not only 
the significance of establishing and maintaining communion with 
God but also explains all that may be needed for the complete 
fulfilment of social life. In fact, ‘‘the Our’an emerges as a document 
that from the first to the last seeks to emphasize al] those moral 
tensions that are necessary for creative human actions. Indeed, 
at bottom the centre of the Qur’an’s interest is man and his 
betterment. For this it is essential that men operate within the 
framework of certain tensions which, indeed, have been created 
by God in him. First and foremost, man may not jump to the 
suicidal conclusion that he can make and unmake moral law accord- 
ing to his ‘heart’s desire’ from the obvious fact that this law is for 
him. Hence the absolute supremacy and the majesty of God are 
most strikingly emphasized by the Qur’an.’”’ The Prophet was, to 
all intents and purposes, sent primarily to exemplifytheteachings — 
of the Qur’an and present to the world a model of ideal practical 
life. The Sunnah, by its very nature, therefore, never goes against 
the Qur'an, nor does the Our’4n go against the Sunnah, the 
second important source of the Islamic Law. 

(a) Sunnah. In the context of Islamic laws, the Sunnah which 
literally means “‘way, custom, habit of life’’ refers to the exem- 
plary conduct of the Prophet largely based on the normative 
practice of the early community. The concept of Sunnah came 
perforce to have the meaning of the living tradition in each suc- 


ceeding generation, 


} 


4. A History of Islamic Lew, Edinburgh, 1964, p. 12, 
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If everybody starts thinking that the Qur’anic revelations are 
generally ‘‘causal’’ in character, different people guided by mul- 
tiplicity of motives and values would derive different sets of 
norms and values suited to their own requirements. This will 
have a damaging and disastrous effect on the whole aspect of 
universal revelations of the Holy Ouran. The fact is that the 
Our anic Laws are to be enforced as they are. That does not mean 
that we are debarred from deriving norms and values by analogy 
in the problems for which we have no expressed or written solu- 
tions.\ [he revelations which were obviously based on the con 
dition of Arab society then prevailing are symbolic ones. 
It is not also correct to assume that the Qur’anic revelations 
were never meant to be a system of law. If by law we mean the 
present-day man-made system of law which is mostly one-sided 
and motivated mainly by consideration of explotation in one way 
or other or aparthied policy or the like, then the Our’an does not 
clearly provide us a code of Law. It is, of course, true that the 
Ouran 1s not a legal code in the modern sense of the term. It is 
not a compendium of ethics either.\IThe Our’an, however, instead 
of mentioning the minutive, talks of the basic principles and 
draws attention to various Divine Attributes, their operation and 
the manner in which mankind may derive benefit from the know- 
ledge thereof. In fact, all that is basic for the promotion of human 
welfare in all spheres, whether pertaining to principles or conduct, 
is set forth and compounded (xvi. 90). We are reminded: ‘‘O man- 
kind, there hasindeed come to you an exhortation from your Lord 
and a healing for whatever ills there are in the hearts, and a guid- 
ance and a mercy for those who believe’’ (x. 58). Within this 
framework, man is free to accept the truth on the basis of under- 
standing (xii. 109). It is, therefore, not correct to assume that 
belief in Divine Revelation of fourteen centuries ago would tend 
to intellectual rigidity, rather it will stimulate the Intellect and 
open ail manner of avenues for the expansion of knowledge. The 
constant and repeated exhortation to reflect upon and ponder 
every type of natural phenomenon with which the Our’an abounds 


iS an express urge in that direction. 
The last, not the least, misconception about the Our’an arises 


from the incorrect presumption of N.J. Coulson who made the 
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following remark: ‘‘The primary purpose of the Quran is to regu- 
late not the relationship of man with his fellows but his relation- 
ship with his creator.”4 This observation is simply a half truth 
and betrays his sad ingorance of the spirit of the Our’anic Law 


which is intended to bring an equilibrium between spiritual 
and material requirements of life. The verses revealed in 
Mecca, especially the oldest of them, all enjoin upon the Meccans 


belief in the resurrection, the last day of judgment and the final 
reward or punishment for human acts in the world to come. We 
have already noted that the revelations of the second period re- 
late to the law of interitance, rulings for marriage and divorce, 
question of war and peace, punishments for theft, adultery and 
homicide, etc, Thus we see that the Qur’4n expounds not only 
the significance of establishing and maintaining communion with 
God but also explains all that may be needed for the complete 
fulfilment of social life. In fact, ‘‘the Qur'an emerges as a document 
that from the first to the last seeks to emphasize al] those moral 
tensions that are necessary for creative human actions. Indeed, 
at bottom the centre of the Qur’an’s interest is man and his 
betterment. For this it is essential that men operate within the 
framework of certain tensions which, indeed, have been created 
by God in him. First and foremost, man may not jump to the 
suicidal conclusion that he can make and unmake moral law accord- 
ing to his ‘heart's desire’ from the obvious fact that this lawis for — 
him. Hence the absolute supremacy and the majesty of God are 
most strikingly emphasized by the Qur’an.’”’ The Prophet was, to 
all intents and purposes, sent primarily to exemplify the teachings 
of the Qur’an and present to the world a model of ideal practical 
life. The Sunnah, by its very nature, therefore, never goes against 
the Quran, nor does the Qur’4n go against the Sunnab, the 
second important source of the Islamic Law. 

(2) Sunnah. In the context of Islamic laws, the Sunnah which 
literally means “‘way, custom, habit of life’’ refers to the exem- 
plary conduct of the Prophet largely based on the normative 
practice of the early community. The concept of Sunnah came 


perforce to have the meaning of the living tradition in each suc- 


ceeding generation, 
4. A History of Islamic Lew, Edinburgh, 1964, p. 12. 
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Some jurists are of opinion that both th: Sunnah and th 

Hadith were coeval and consubstantial in the earliest phase after 

the Prophet (be peace on him) from whom they drew their 
normativity. But a Sunnah is to be distinguished from a Hadith, 
which is a narrative, usually very short, purporting to give infor- 
mation about what the Prophet (be peace on him) said, did, 
approved or disapproved, or of similar information about his Com- 
panions. Iherefore, the Hadith is something theoretical in nature, 
whereas the Sunnah is the same very report when it acquires a 
normative quality and becomes a practical principle for the 
Muslim. ‘‘Whereas Sunnah was largely and primarily a practical 
phenomenon, geared as it was to behavorial norms, Hadith be- 
comes the vehicle not anly of legal norms but of religious beliefs 
and principles as well.’’ 

Ihe answer to the question as to why the Sunnah is a sourc 

of law lies in the Holy Our’an, which enjoins upon the Muslim to 
follow the conduct of the Prophet (be peace on him). The Qur'an 
asks the Prophet (be peace on him) to decide the problems of the 
Muslims according to Revelations (v. 48-49). Again, the Prophet 
(be peace on him) has been declared to be the interpreter of the 
Our’anic text (xiv. 16, 44). Lhe Ouran, for instance, mentions 
Salat and Zakat, but does not lay down their details. It is the 
Prophet who explained them to his followers in a practical form. 
Moreover, tie Qur'an directs the Muslims to follow exemplary 
conduct of the Prophet. Therefore, the Sunnah became a definite 
source of Islamic Law. In an effort to give Sunnah a very pre- 
dominant position as a source of law there is a theory that the 
Sunnah which is a supplement to the Quran can supersede the 
Our’an in case of its contradiction. We are not prepared to accept 
this contention simply because of shifting of the centre of gravity 
from the Our’an to the Sunnab. 

At this stage it seems necessary to explain why the Sunnah 
is dynamic and capable of handling the present-day problems 
arising from the complexity of life. In a living community, 
new moral tensions, various legal and administrative complica- 
tions are bound to arise. In fact, many a serious controversy 
arose in the theological and moral sphere of the expanding 
Islamic society. But the concept of the idea] Sunnah was retained ; 
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new material was thought out and assimilated, because the 
process of interpretation began both tacitly and explicitly with 
the Companions themselves and various practical norms were 
deduced keeping in view the basic rulings of the Holy Qur’an. Dr 
F. Rahman has rightly mentioned that ‘‘after the period of the 
Companions (and in some cases of the following generation of the 
‘Successors’) the Sunna could not be deduced from the actual 
practice but only from the expressly transmitted Hadith. But it 
is most significant and remarkable that deductions by interpreta- 
tion from a Hadith in amy period were called Sunnas. Thus Abu 
Da’iid (d. 275/888) after relating a Hadith remarks, ‘There are 
five Sunnas in this Hadith,’ i.e. five points with the character of 
practical norms can be deduced from this Hadith.’ 

Now is the time to interpret the Hadith not merely in literal 
form but also in its spirit. The interpretation of the Hadith and 
the Sunnah must take into account their correct historical per- 
spective and functional significance in historical context. Because 
in a rapidly expanding society interpretation of the Holy Ouran 
and the Sunnah must serve as a guide for intelligent moral under- 
standing and implementation, not for a mere rigid formalism. 

In fact, through individual interpretation of the law and the 
dogma, the content of the Sunnah created a wealth of material 
which, although it was generally uniform in its essentials,except 
for certain extreme doctrines of the Kharijites and other sects, 
conflicted in its details on most points. [This material was, in the 
next step, brought under the concepts of the ‘‘agreed practice’”’ 


—¢ 3? 


and the consensus, which is called ‘‘Ijma‘’’. . 
(c) 1jma‘. Ijma‘—the third source of Islamic law—is the cons 


sensus either of the community or of the doctors of religion. The 
conceptual difference between Sunnah and Ijmfa‘ lies in the fact 
that while Sunnah is restricted mainly to the teachings of the Pro- 
phet and is extended to the Companions inasmuch as they are 
the source for its transmission, the I1jma‘ which is a principle of 
new legal content that emerges as a result of exercising reason 
and logic in the face of a rapidly expanding society, such as the 
early Islamic one, begins with the Companions and extended to 


subsequent generations. 
9. Op, cit, p. 57, 
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We find the justification of Ijma‘ as a dynamic source of lay 
both in the Holy Qur’an and the Sunnah. The Qur’an says: “‘It 
is this that We have made of you a nation of the right mean’’ 
(11. 137). The Prophet is also reported to have said : ‘‘My people 


shall never agree on an error.’’ The fact is that Ijma‘ is intend: 


“not only for discerning the right at present and in the future, 
but also for establishing the past’”’: it was Ijma‘ that determined 
what the Sunnah of the Prophet had been and indeed what the 


right interpretation of the Qur’an was. In the final analysis both 
the Our’an and the Sunnah were authenticated through the Ijma‘, 
Therefore, it appears that Ijma‘ is the most powerful factor 
in solving the complex belief and practice of the Muslims. Ata 
given period of time it has supreme functional validity and 
power. If its verdict is final, it is final only in a relative sense, 
Because Ijma‘ has the potentialities of assimilation, modification 
and rejection as per requirements of the modern life. Herein lies 
its dynamism in Islamic Law. N.P. Aghnides has rightly mentioned 
that ‘‘the significance of ijma‘ in the Mohammeden law can hardly 
be overestimated. By its means, not only is controversy on many 
points forever done away with, but also, when new situations 
have been met by analogy or otherwise, the Muslims may be 
assured that they are not getting away from the old basis and 
drifting into heresy. Notwithstanding the unifying influence of 
ijma, there remained indeed always a certain residuum of diver- 
gence of opinion on some minor question on which no consensus 
could be attained, but this was construed by the canonists to be 
an indication of God’s grace to His people, for there is an ijma on 
this very point too, namely, that such divergence is not to be 
depreciated, because it is a sign of God’s grace. This ijma is based 
on the hadith in which the Prophet said: The difference of 
opinion in my Community is an indication of grace from God's 
Part.”’ 
It follows that there are points which have been universally 
accepted and agreed upon by the entire community. This sort of 
Ijma‘ which is obligatory in nature is known as the Ijma‘ of the 
community. On the other hand, there are certain rules which are 
agreed upon by the learned of a particular region, and not by the 
entire community. This is known as the Ijma‘ of the learned 
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which may be used as a mechanism for creating a sort of integra- 
tion among the divergent opinions which arose as a result of the 
individual legal activity of jurists. 

Some doctors are of opinion that it is impossible to ascertain 
the existence of Ijma‘ simply because of difficulty of ascertaining 
the consensus of opinion of the community. If it is possible to 
form public opinion in a huge democracy like U.K., U.S.A., India, 
etc., I find no reason why it would not be possible to ascertain 
the existence of Ijma‘. For having Ijma‘, we need not press for 
authoritative justification. If we do so, there would be no longer 
any use for the Ijma‘ as an independent source of law. But the 
authority or evidence for the opinions which make up an Ijma‘ 
be a probable evidence such as Qiyads ; or it may bean “‘indi- 
vidual” report or it may be a positive evidence, such as a verse of 
the Qur’an or a Sunnah. It appears that Ijma‘ which sets aside 
the stray opinion circulating in each locality is a dynamic force 
of a living community. A Muslim community which wants to 
keep pace with the modern world must give due importance to 
Ijma‘ as a source of Islamic Law and jurisprudence. Because it 
helps us to derive a set of principles or a code of conduct exer- 
cising ]jtihad, the last not the least basis of Figh. 

(d) Ijtthad. Technically, Ijtihad means ‘‘putting forth every 
effort in order to determine with a degree of probability a question 
of the Shari‘ah’’. The legal effect of it isthat the opinion rendered 
is probably right, though there is the possibility of error. Ob- 
viously, the fundamentals of religion of Islam like Oneness of 
Allah, the sending of Prophets, etc., cannot properly constitute a 
subject of Ijtihad. According to al-Mawardi, the scope of Ijtihad 
after the Prophet’s death includes eight separate heads. Seven of 
these consist in the interpretation of the revealed texts, by some 
method such as analogy, and the eighth is the derivation of a 
meaning from other than the revealed texts, e.g. by reasoning. 
It follows that Ijtihad believes partly in the process of interpreta- 
tion and reinterpretation and partly in analogical deductions by 
reasoning. With the march of human civilisation our life is, on 
the one hand, becoming complex day by day and new social and 
moral problems that emerge in the society from time to time 

require solution. On the other hand, the mental and intellectual 
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horizon is also widening with the advance of human knowle 
Ihe result is that Islamic Law developed with the emergence 
new problems since the days of the Prophet and was created an 
recreated, interpretated and reinterpreted in accordance wit 
the changing circumstances. Therefore, 7 
that Ijtihad is always right can hardly be accepted. Since [jti! 


mainly deals with a question of the Shari‘ah that emerges | 
society from time to time, its ruling cannot be the same for al| 


times to come. With the passage of time the concept of 
requirments of life is, other things being equal, bound to chang: 
Therefore, the process of rethinking and reinterpreting must b 
allowed to go undisturbed keeping in view the basic injunction 
of the Holy Our’an and the Sunnah. 

In the early centuries of Islam, ra’y (personal opinion) was 


the basic instrument of Ijtihad. But when the principles of law 
were systematically laid down it was replaced ty QOiyas. The 
Ouran and the Sunnah, no doubt, provide us with the legal rules 


with regard to the individual and social life of the Muslim 
But human life, living dynamics, requires laws that ought to 
change with the changing circumstances. Hence the necessity of 
Ijtibad. However, the famous controversy between the Hadith- 
folk and the ra y-folk is one of the most unfortunate phases ot 
struggle in the process of evolution of Islamic Law. In this con- 


nection let me quote P. Aghnides who has correctly observed : 


The jurists of Medina and Mecca, living in the cities in which 
Islam had its origins and early development and which were 
saturated with hadith associations laid emphasis on the preserva- 
tion and the study of the hadiths and in deciding legal questions 
they referred to them or their standard. This they could easily 
do, because the cultural and legal conditions under which those 
hadiths had been uttered by the Prophet still remained practi- 
cally the same and so the hadiths and local customs would be 
sufficient to decide the legal question that might arise, without 
resorting much to the use of analogy. But it cannot be said that 
this was true of the jurists of the Conquered Countries outside of 
Arabia, especially of Iraq. In Iraq the conditions were different 
and the jurists who lived there, being away from the home of the 
Hadith lore and facing new situations, from the very first used 
and had to use personal opinion (ra’y) much more extensively. 
They are, therefore, called ra’y folk in distinction from the 
jurists of Hijaz who were known as hadith folk. 
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It is no surprise that this controversy was largely a matter of 
quibbling over words, both sides made free use of personal opin- 
ion although Oiyas has ultimately been admitted into most of 
the schools. 

We have evidence to prove that the majority of the jurists 
and theologians considered Qiyas lawful not only in intellectual 
matters but also in Shari‘ah matters. We also share the same 
view, “although the Shi‘ites and the Kharijites allowed the use 
of Oiyas only in Shari‘ah matters ; and that the Hanbalites sanc- 
tioned its use only as regards applications of ‘Fiqh’ in view of the 
need, for cases concerning which the Qur’an is silent but denied 
its lawfulness as regards the determination of intellectual - 
matter.” 

The role of the Oiyas is to extend the law of the text to such 
cases as do not fall within the purview of its terms by reason of 
an “‘effective’’ cause which is common to both cases and cannot 
be understood from the expression (concerning the original case). 
According to the jurists, the extension of law by analogy does 
not establish a new rule of law, but merely helps us to discover 
the law. For instance, if a certain act has been prohibited in the 
QOur’an and the Sunnah, other acts common with that act in re- 
gard to the “effective” cause (‘i/lah) for which the prohibition 
has been decreed are likewise prohibited. ‘‘It is necessary, how- 
ever, that the acts to which the value is extended, should not be 
included in the meaning of the prohibitory expression, explicitly 
or implicitly, for in that case they would be prohibited by virtue 


of the prohibitory expression itself and not by virtue of Oiyas 
| wht Ace 


thereon.” 
The effective cause of a law may be the quality of a thin 


inseparable or accidental, manifest or hidden, a generic name or 
a rule of law. An effective cause may sometimes be determined 
by the consensus of scholars’ opinion. The case in which the Pro- — 
phet (be peace on him) treated an obligation to perform pil- 
grimage as a debt is an example of an effective cause suggested by 
the fact of its being laid down in answer toa question, == 
The period of ‘Umar’s Caliphate abounds in instances which 
explain the dynamism of the Islamic Law. His introduction of cer- 
tain changes in the details of collection of Zakat, his refusal to 
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distribute the conquered land among thesoldiers—a practice which 
was current during the lifetime of the Prophet (be peace on him) 
and during the Caliphate of Aba Bakr, and a host of other 
measures are indicative of the fact that while exercising Ijtibad, 
one should keep in mind the change of conditions and circum. 
stances. This is the most important factor for legislation by means 
of Ijtibad. 

During the medieval period it was said that the door of 
ITjitihad was closed and one should follow the established schoo! 
of law. Because the trend of ‘‘taglid’’ which means the servile 
acceptance of another opinion without evidence dominated the 
people and they began to follow some jurists or some school of 
Law. [his is partly due to the fact that the founders of the schools 
were men of great ability and thoroughness who had practically 
exhausted the various logical alternatives within the limitations 
set by the revealed texts. It is true that the common man who 
has no ability to derive the rule directly from the Our’an and the 
Sunnah has to follow some school of Law. This does not mean 
that the door of Ijtihad has been closed. The process of Ijtihad 
requires that priority should be given to each of the roots of Law 
according to their status. In solving a question of the Shari‘ah, the 
Mujtahid (i.e. a person exercising Ijtihad) must consult the Our’an 
and the Sunnah in the first instance. If the answer is not avail 
able there, then and then only one can have recourse to Ijma'‘ 
(consensus) of the community and, finally, he should exercise 

Ijtihad. It is alsoremarkable that right decisions are not necessary 
in Ijtibad. If one makes an effort to seek the truth, but does not 
reach the right conclusion, one will get the reward. Accord- 
ing to the Tradition of the Prophet, while exercising Ijtihad a 
man who commits an error will get a single reward but a man who 
arrives at the truth will get double the reward. This Tradition 
keeps the door of Ijtihad open for all times to come. The only 
condition is that, while exercising Ijtihad, one should be well 
equippped with the knowledge of the injunctions of the Our’an 
and the Sunnah, its ethical discipline and prescribed duties. 
(¢) Concluston. Taken all in all, we can now conclude that in 
the dynamics of Islamic Law, the Our’an has its own identity, but 
Sunnah,. Ijma‘ and Ijtibad stand in a very intimate relationship 
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to one another. The Sunnah and Ijma‘ especially, although dis- 
tinct, pass into one another. The bridge, the inalienable link, is 
the Ijtihad or Qiyas. This principle of systematic thinking, which 
not only interpreted the Sunnah of the Prophet (be peace on him) 
into law but also integrated the new social and administrative 
institutions and practices with the Sunnah into ‘‘living tradi- 
tion”. Again, the Ijtihad, through the eternal process of compro- 
mise, adjustment and rejection, gradually crystallised into Ijma‘ 
which exerts a tremendous influence in solving the conflicting 
requirements of material and spiritual life. 

Needless to mention that ‘‘Islam is living through a crucial 
moment in which the heritage of the past must become the herald 
of its future. The present, to be meaningful, must emerge out of 
the accumulations of the past. The emphasis is merely on accents. 
The slow dynamics of the past must give way to the swift ac- 
celeration of the modern stresses, but the basic principles and the 
beaconlights would remain the same as truth is one and indivis- 
ible.” Thus the Islamic principles of goodness and truth, justice 
and equity, fairness and righteousness are so dynamic and eternal 
in nature that they are quite capable of handling various conflict- 
ing problems of modern life including socio-economic problems 


arising out of the complexity of present-day civilisation. 
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His is the sovereignty of the heavens and the earth, and 
unto Allah (all) things are brought back. 

He causeth the night to pass into the day, and He causeth 
the day to pass into the night, and He is knower of all that is in 
the breasts. 

Believe in Allah and His Messenger, and spend of that whereof 
it hath made you trustees : and such of you as believe and spend 


(aright), theirs will be a great reward. 
—al-Qur’an, \vii, 5-7 


All men are equal in their human rights. 
—Prophet Muhammad (be peace on him) 


1. Introduction 


The history of human civilisation has witnessed the rise and 
fallof many systems, A programme for the improvement of society 
cannot ignore fundamental institutions and the broad plan of or- 
ganisation which underlies our economic system as a whole. 
Several] comprehensive plans of social organisation have been pro- 
posed for such a foundation from time immemorial. These are 
Anarchism, Feudalism, Capitalism, Socialism, Communism, 
Fascism and Islamism. Each presents a different scheme of social 


organisation. 
In comparison of economic systems, we are much interested 


in comparing performances. It is, therefore, impossible to reach 
and objectively valid conclusion, if by ‘‘objective’’ we mean a 
judgment that supporters of all economic systems can be 
logically forced to accept. But our comparison of performances 
can achieve only two things: it can point out where each system 
excels the other in meeting certain goals, and it may suggest the 
extent to which one purpose is sacrificed for another. Since the 
whole analysis is subjective, we need not be surprised to find 
that those whose goals are different or who give different weight 


to the same goals refuse to accept our point of view. 
2. Capitalism 


The concept of Capitalism may be traced primarily to the 
writings of socialist theoreticians. The works of Sombart are the 
first in which the concept of Capitalism has been definitely 
recognised as fundamental to the system of economic thought. 
Here it is demonstrated that Capitalism designates an economic 
system significantly characterised by the predominance of *‘Capi- 
tal’. Like any other economic system, Capitalism also contains 
certain constituent elements which are the economic spirit or — 
outlook—the sum total of the purposes, motives and principles. — 
These motives and principles are dominated by three ideas: — 
acquisition, competition and rationality. : 

The purpose of economic activity under Capitalism is acquisi- 
tion in terms of money. The idea of increasing the sum of money 
on hand is the exact opposite of the idea of earning a livelihood 
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which dominated all pre-capitalistic systems, particularly, th 


feudal handicraft economy. While acquisition constitutes th 


purpose of economic activity, the attitudes displayed in the pro 
of acquisition form the content of the idea of competition. Th 
; I ' 


“7 
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attitudes, which are logically inherent in acquisition, m 
described as freedom of acquisition from the outside 

By reason of its freedom from regulation, Capitalism r 
essentially on the individual’s assertion of his natural power 
Economic activity is, therefore, closely associated with personal 
risk, but the economic agent ts free to strive for economic succe: 
in any way he chooses provided he does not violate the penal cod 

When the direction of economic affairs 1s oriented solely upon 
acquisition, it 1s inevitable that those modes of economic behay- 
iour should be adopted which seem most rational, most systemati 
and best adapted to the purpose in hand. Economic rationality 
is, thus, the third dominating idea of the capitalistic system. 

In fact, Capitalism, as we find it today, has come to signify a 
religion of money or Dollar Dictatorship. Thus H.G. Wells says, 
‘Capitalism is something none of us know how to dcfine it, but 
we called it generally the Capitalist System—a complex of tradi- 
tional usage, uncontrolled acquisitive energy and perverted oppor- 
tunities, wasting life.” Let us now switch over to some of the 
salient features of Capitalism. 

Absence of Planning. Absence of a Central Economic Plan is one 
of thesalient features of Capitalism. The economies of the capitalist 
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very existence of centralised power endangers consumers’ sove- 
reignty, because those who have the duty and the power toplan are 

invariably tempted to substitute their (supposedly superior) 

decisions for the wishes of the consumers. The socialists claim that 

consumers sovereignty has little meaning in Capitalism, owing to 

the unequal income distribution. Thus ifa defender of Capitalism 
speaks of the dollar ballots which guide production, the socialist 
will answerthat, considering the much larger number of votes the 
rich can cast, Capitalism cannot be considered a true consumers’ 
democracy. 

Free Choice of Occupation, Freedom of choice of occupation is 
always considered one of the most important features of Capi- 
talism, Thus free choice of occupation implies that, in order to 
attract a sufficient supply of a special kind of labour to an indus- 
try, where this labouris more urgently needed than elsewhere, 
wages must be high enough to exert the needed enticement. Free 
choice of occupation is, therefore, incompatible with equal income 
distribution. Wage differentials and unequal income distribution 
have a tendency to perpetuate themselves to some degree. We 
must emphasise that free choice of occupation does not imply a 
right to work, Free occupational choice may mean little in an 
economy suffering from prolonged mass unemployment. Karl Marx 
suggested that the labourer in the capitalist system is ‘‘free in the 
double sense, that as a free man he can dispose of his labour-power 
as his own commodity and that, on the other hand, he has no other 
commodity for sale, is short of everything necessary for the 


realisation of his labour power”. In fact, there is little chance — 
that under a system of individual Jabour contracts the wage will 

be at the level of the perfectly competitive market; usually, 
unionisation of labour will be needed to bring the wage up to the 

level that corresponds to perfect competition. Although a labour : 
union is formed by collusion of sellers of labour and, therefore, — 
has the outward marks of a monopoly, it is not certain that the 

union will achieve a monopoly price ; there may be a case of coun- 
tervailing power, which just restores the balance of the market, 
But there is no assurance either that this will be the situation. 
Marx, however, pointed out that, once the worker had sold his 
labour power, he was no longer free during the labour day but 
under the command of his capitalist employer. But a change-over 
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countries rest, in the main, on the independent (but interdependent) 
individual actions of millions of private economies. These actions 
are not co-ordinated by a central plan. ‘Market prices, on which 
the decisions and calculations and producing units are based, are, 
asa rule, not set by the Government; under competitive con- 
ditions they are the result of market forces. Absence of a central 
plan does not, of course, constitute a case of laissez faire. The 
Government ought to establish healthy monetary and credit con- 
ditions, tv maintain an aggregate demand which is neither too 
large nor too small, and to see to it that monopolistic powers are 


kept in check, 
Consumers’ Sovereignty. Absence of a Central Economic Plan 


implies consumers’ sovereignty in the Capitalist Economy. The 
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from a market economy to a centrally planned economy would 
not alter the dependent status of most workers and that it may 
still be better to work for a private firm (whose domination one 
may escape) than for the all-powerful State, 
Free Enterprise. Free enterprise is another feature of Capi- 
talism. This freedom of private enterprise necessitates private 
ownership of the material means of production. Without these 
property rights it would be next to impossible to have an unplan- 
ned economy, which implies freedom of individual initiative. 
Where the Government does not co-ordinate the productive efforts 
of the citizens, such co-ordination must be the result of the acti- 
vities of private enterprise. Thus we see that the institution o! 
private property is regarded as part of the system of Capitalism, 
for liberty is construed as implying freedom to acquire property by 
production, occupation, or exchange, and to dispose it of as one 
likes—as long as it is not wrested by force from someone else. Car- 
ver in his Principles of Natsonal Economy (1921, p. 140) said, “‘Pro- 
perty exists automatically and necessarily in any group where the 
individual is safeguarded against violence. If he is safeguarded 
against violence, he may hold anything in his possession until he 
sees if fit to give it up of his own {free will. If anyone who tries to 
dispossess him by violence is promptly repressed by the group, 
that very act on the part of the group safeguards him in his 
possession—it transforms his possession into property.’’ Some have 
held that liberty involves the right to property, because property 
is necessary to the maintenance of personal independence, But 
this would require that everyone should own some wealth—a con- 
dition that is not realised under a system of liberty and free enter- 
prise. Rather we see that men like Rockfeller and poor men like 
us are living side by side as master and servant, It would lead to 
a criticism of the institution of property as it now exists, The 
Capitalists’ defen-e of private property and free enterprise cannot 
be accepted without qualification. When private property could 
no longer be justified asa natural right or as the product of the 


labour of its possessor, its position becomes very yulnerable. If 
s, the right can be res- 


its validity rests upon its social usefulnes 
tricted and ought to be in every case where no social welfare is 
promoted by it. (lhe desirability of some private ownership as a 
general principle is not denied, but it cannot be regarded as an 
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inviolable right. 
The Freedom to Save and Invest. In Capitalism the right to 
save is supported and enhanced by the right to bequeath wealth. 
The right to bequeath (or to inherit) cannot be granted too 
readily in the economic systems which aim at Government owner- 
ship of the material means of production. The freedom to save, 
to inherit, and to accumlate wealth is, therefore, a right which 
is even more peculiar for Capitalism than is the free choice of 
consumption and of occupation. The freedom to invest is implied 
in the unplanned character of the capitalist economy. In a 
capitalist economy entrepreneurs who wish to take advantage of 
investment opportunities are bidding fur temporary use of the 
funds which individual savers have accumulated, offering to pay 
interest from the yield of their investments. In this way, a market 
rate of interest is established. Aside from its significance for indi- 
vidual savers and individual borrowers, it, according to capitalists, 
satisfies the social need for a barrier to protect resources for the 
satisfaction of present consumption from being depleted for the 
sake of the future, But a discrepancy between saving and invest- 
ment is possible in an unplanned economy. It is possible because 
of the freedom to consume, to save, and to invest, and because of 
the fact that those who save are, as arule, a different group from 
those who invest. True, the market is supposed to bring saving 
and investment into balance, but under certain circumstances it 
may fail to doso. Then it is the task of the Government to see t 


it that a sufficient amount of spending is maintained. 
Competition and Monopoly. The model of the capitalistic econc 
my is a competitive model ; it had to be, because a sufficient amount 
of competition is indispensable if the whole production and distri- 
bution process is to be regulated by market forces, Capitalism is 
based on the belief that competition is necessary in a capitalist 
economy to keep initiative constantly onthe alert, to protect th 
consumer against exploitation, and to maintain a sufficiently flex- 
ible price system. Capitalism further claims that competition leads 
to a process of natural selection, by which each individual will — 
find his level in that position which he is best able to fill. Those — 
who are capable of leadership and executive organisation will 


become successful enterprisers, where they will be in the best 
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from a market economy to a centrally planned economy would 


not alter the dependent status of most workers and that it may 
still be better to work for a private firm (whose domination one 
may escape) than for the all-powerful State 

Free Enterprise. Free enterprise is another feature of Capi 
talism. This freedom of private enterprise necessitates private 
ownership of the material means of production. Without these 
property rights it would be next to impossible to have an unplan- 
which implies freedom of individual initiative, 


ned economy, 
Where the Government does not co-ordinate the productive efforts 


of the citizens, such co-ordination must be the result of the acti 
vities of private enterprise. Thus we see that the institution o! 
private property is regarded as part of the system of Capitalism, 
for liberty is construed as implying freedom to acquire property by 
production, occupation, or exchange, and to dispose it of as one 
likes—as long as it is not wrested by force from someone else, Car- 
ver in his Principles of Natsonal Economy (1921, p. 140) said, ‘‘Pro- 
perty exists automatically and necessarily in any group where the 
individual is safeguarded against violence. If he is safeguarded 
against violence, he may hold anything in his possession until he 
sees it fit to give it up of his own free will. If anyone who tries to 
dispossess him by violence is promptly repressed by the group, 
that very act on the part of the group safeguards him in his 
possession—it transforms his possession into property.’’ Some have 
held that liberty involves the right to property, because property} 
is necessary to the maintenance of personal independence, But 
this would require that everyone should own some wealth—a con- 
dition that is not realised under a system of liberty and free enter- 
prise. Rather we see that men like Rockfeller and poor men like 
us are living side by side as master and servant, It would lead to 
a criticism of the institution of property as it now exists, The 
Capitalists’ defen-e of private property and free enterprise cannot 
be accepted without qualification. When private property could 
no longer be justified asa natural right or as the product of the 
labour of its possessor, its position becomes very vulnerable. If 
its validity rests upon its social usefulness, the right can be res- 
tricted and ought to be in every case where no social welfare is 
promoted by it. the desirability of some private ownership as a 
general principle is not denied, but it cannot be regarded as an 
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inviolable right. 
The Freedom to Save and Invest. In Capitalism the right to 
save is supported and enhanced by the right to bequeath wealth. 
The right to bequeath (or to inherit) cannot be granted too 
readily in the economic systems whichaim at Government owpner- 
ship of the material means of production. The freedom to save, 
to inherit, and to accumzlate wealth is, therefore, a right which 
is even more peculiar for Capitalism than is the free choice of 
consumption and of occupation. The freedom to invest is implied 
in the unplanned character of the capitalist economy. In a 
capitalist economy entrepreneurs who wish to take advantage of 
investment opportunities are bidding for temporary use of the 
funds which individual savers have accumulated, offering to pay 
interest from the yield of their investments. In this way, a market 
rate of interest is established. Aside from its significance for indi- 
vidual savers and individual! borrowers, it, according to capitalists, 
satisfies the social need for a barrier to protect resources for the 
satisfaction of present consumption from being depleted for the 
sake of the future. But a discrepancy between saving and invest- 
ment is possible in an unplanned economy. It is possible because 
of the freedom to consume, to save, andto invest, and because of 
the fact that those who save are, as arule, a different group from 
those who invest. True, the market is supposed to bring saving 
and investment into balance, but under certain circumstances it 
may fail to doso. Then it is the task of the Government to see to 
it that a sufficient amount of spendiog is maintained. ~~ 
Competition and Monopoly, The model of the capitalistic econ 
my is a competitive model ; it had to be, because a sufficient amoun: 
of competition is indispensable if the whole production and distri 
bution process is to be regulated by market forces. Capitalism 
based on the belief that competition is necessary in a capitalis 
economy to keep initiative constantly onthe alert, to protect the 
consumer against exploitation, and to maintain a sufficiently flex- 
ible price system. Capitalism further claims that competition leads 
to a process of natural selection, by which each individual will — 
find his level in that position which he is best able to fill. Those — 
who are capable of leadership and executive organisation will | 


35. 


: 


become successful enterprisers, where they will be in the best — 


a 
|e — 
— 


| 
| 


Lslamic Economics : Theory and Practice 

position to exercise these qualities, The inefficient business men 
will be weeded out by the simple process of failure. Those who 
are best fitted for employment under the direction of somebody 


else will naturally become wage-earners. Employers compete wit! 
workers, so that each 


each other to secure the most efficient 
Jabourer will find that place in industry where he can contribute 


service of the greatest value. The relative wages paid in different 
employments will induce each labourer to do the highest type of 


work of which heis capable. Unfortunately, thesearguments have 
been effectively disproved by the facts of history, Competition, 
when unrestricted by regulatory laws, does not protect the con- 
sumer from deception or extortion, the investor from swindling, 
nor the high-minded business man from the unfair methodsof his 
» by collec 


unscrupulous rivals. These things can be attained only by collec- 


tive control. 
One might suppose that such collective control need not be 


contrary to, the principles of Capitalism, for capitalists them- 
selves suggest Government interference as necessary to maintain 
free and fair competition. Under modernconditions, however, the 
measures necessary to achieve these ends involve such extensive 
regulating bodies that they are hardly compatible with the 
principles of free enterprise of Capitalism. There are three reasons 
why competition fails to regulate business satisfactorily. In the 
first place, unscrupulous business men lack the ethical standards 
essential to fair competition. In the second place, free competi- 
tion is not necessarily equal competition, Obviously, he who has 
capital to begin with Is in a better position than he who has not. 
In other words, competition bestows its prizes upon the strong 
and lucky at the expense of the weak and unlucky. This destroys 
the connection between reward and service which is assumed to 
exist by the capitalist. The inventor may live in poverty, while 
some capitalist enterpriser reaps a fortune from the marketing 
of his contrivance. In view of these things, it is by no means 
certain that competition selects those who are really most fit to 
contribute to social welfare. In the third place, competition is so 
distasteful to the competitors that, sooner or later, they seek to 
escape it by establishing a monopoly.. Monopolistic tendencies 
are an intrinsic feature.of the Capitalist Economy. 
Attacks on Capttaltsm. The objective standards for the 
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evaluation of a socio-economic system are impossible to find 
Nevertheless, the attacks on Capitalism in the words of Professor 


Halm are essentially four: 

- (1) The oldest attack aims at the unequal distribution of 
wealth and income and the fact is that such inequality leads to 
inequality in economic and politica] power as well 

(2) Capitalism is often considered less productive than. 
collectivist systems which can consciously plan for development 
In particular, it is argued that profitability is not identical with 
productivity and that competition is often excessive. 

(3) At the same time, Capitalism is, in the opinion of many 
observers, not competitive enough. The profit motive and the 
competitive struggle, together with modern technology, lead to 
monopolistic tendencies which seem to violate the very philoso- 
phy of Capitalism. In this criticism socialists and the proponents 
of the free market economy join their forces, though they dis- 


agree on the proper remedies. 
(4) Capitalism does not always maintain a high level of 


employment, In a depression, productive resources are wasted 
and the national income is kept below a potential maximum. 
Apart from this loss in productivity, prolonged mass unemploy- 
ment is one of the most dangerous social diseases to which an 
economic system can be exposed. Professor Laski,anoted British 
political scientist, observed : 4 

The present system of capitalistic production stands condemned 


from almost any angle of analysis. ...It makes a part of the 
community parasite upon the rest, and it deprives most of the 


opportunity to live on a human plane of existence. 
But in his book Economic Systems Professor Halm conclude : 
by saying : : “We must be particularly careful when capitalism’ 
deficiencies are to be corrected at the price of the freedoms whi 
are the most characteristic feature of the market economy. W 
ought not to forget that capitalism has proved its compatibility. 
with political democracy, whereas all centrally planned systems, " 
so far, have been totalitarian. Will it be possible to maintai n 
economic and political freedom when we aim. for goals which 


capitalism admittedly cannot reach?” name! eae 
s7 itt fyepees we is Puls. 
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3. Socialism 


Socialism, as defined in the Encyclopaedia Britannica, is 
that policy or theory which aims at securing by the action of the 
central democratic authority a better distribution and, in due 
subordination thereto, a better production of wealth than now 
prevails. According to Joad, the various measures which Social- 
ism recommends for the socialisation of community life, are : 

(t) The abolition of the private ownership of the means of 
production, This would be substituted by public owner- 
ship and control of the major industries and services. 

(st) The nature and extent of industry and production to be 

subservient to social needs and not the profit motive. 

(112) In Capitalism the motive force is private profit. This will 

be replaced by the motive of social service. 

Presence of Planning. We have seen that the economies of 
Capitalist countries rest in the main on the independent in- 
dividual actions of millions of private economies. But under 
Socialism the decision as to what and how much to produce will 
no longer be decided by considerations of profit. These decisions 
will be reached on the basis of the usefulness of such things to the 
society. In the place of a blind working of the productive forces 
there will be central planning of the economic life of the country. 
The various branches of production will be developed harmo- 
niously by a Central Planning Authority toserve the best interests 
of the society as a whole. As the Central Planning Authority has 

a greater knowledge about the supply and demand positions than 
a number of isolated entrepreneurs, the socialists believe that they 
can reach correct equilibrium prices more quickly than the latter. 
Again, under Capitalism, the system of production is anarchic 
and a periodic crisis is bound to occur. But taking a long-range 
view-point, the socialistic economy can control the functions of the 
trade cycles much better than the present order through Central 
Planning. It will also tend to reduce those risks and uncertainties 
which exist in the present society owing to unbridled competition 

It would avoid the wastes of the competitive system. They argue 
that the decision of the Central Planning Authority is bound to 
be arbitrary, and the economy may suffer from a wrong rate of 
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capital accumulation in the long run. It is, however, true that a 

rate of interest as determined under a capitalist economy on the 

basis of the consumers’ preferences for liquidity may not always 

prove superior, from the strict economic standpoint, to one deter- 
mined by the Planning Authority. Moreover, the socialists argue 
that they do not necessarily propose to do away with pecuniary 
incentives entirely. Most socialists expect wages to vary with the 
productivity of the worker, so that there would be wage differen- 
tials to stimulate the people to develop skills and to exert them- 
selves diligently. In the second place, socialists are more optimistic 
regarding human nature than those who urge this criticism against 


their programme They believe alsothat, under Socialism, a better 
spirit of co-operation and service will prevail ; that with competi- 


tion removed, new standards of morality and ethics will take their 
place. Only a trial of Socialism would enable us to reach a satis- 
factory conclusion on this point. 

Income Distribution. We have seen that the capitalist distri- 
bution of wealth and income is quite unequal and that the possi- 
bilities for greater equality within the institutional framework of 
Capitalism are limited. Private property in the material means of 
production, the connection of personal with functional distribu- 
tion, private capital accumulation, and the importance of the 
profit motive—all these features make more equal personal distri- 
bution difficult and, in most instances, capable of doing more 
harm than good. The socialists claim that their system will 
establish a more equal income distribution. This claim is based 
on the fact that public ownership of the material means of produc- 
tion eliminates the so-called unearned income of private persons. 
Interest, rent, and profit go to the Government. 

H.D. Dickinson points out that in a socialist system there is 
no essential connection between the value of labour and the pay- 
ment of a sum of money to a labourer. In other words, wag 
might be used for accounting purposes only, while the nationa 
income would actually be divided up according to such principles 
as perfect equality or payment according to need. Dickinson’ ‘s) 
remark refers, however, to authoritarian rather than to liberal — 
Socialism. Free choice of occupation under Capitalism makes it | 
imperative that wage a easice be used to guide workers oe) 
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industries where their particular skills can be most productively 
used. Socialism does not believe in the principle of free choice of 
occupation. In Socialism wage differences are, therefore, used for 
more than accounting purposes; they are essential 1f labour is to 
be allocated without compulsion to the production of commodi- 
ties which consumers demand, Oskar Lange believes that these 
wage differentials would be negligible in view of the fact that the 
choice of an occupation offering a lower income, but also a smalle 
disutility, may be interpreted as the purchase of leisure, safety, 
agreeableness of work, etc , at a price equal to the difference be- 
tween money earned in that particular occupation and in others. 
Probably a majority of socialists, however, favour a system of 
wages determined by the efficiency, or productivity, of the worker. 
This is a frank recognition that an individual who is more able or 
willing to work than his fellows should be paid higher remuneration 
accordingly. This would permit some degree of inequality to exist. 
But abolishing incomes from property and permitting only wages, 
they believe that such inequality of earnings as would be based 
upon differences in ability would be fair, and at the same time 
would stimulate each to his maximum endeavour, While perhaps 
ethically not as ideal as payment in accordance with need, tbis 
basis of wages is more expedient. 

Public Enterprise. Under Socialism, industry, instead of being 
in the hands of individual enterprisers, would be controlled 
through some kind of common organisation. Just what the organi- 
sation would be 1s a matter of detail on which different socialistic 
groups are not entirely agreed. Whatever the arrangement, its 
distinctive feature would be the absence of capitalistic proprietors, 


the ownership being vested, by one means or another, in the 


masses of the people. 
This collective ownership, however, does not apply to all 


property which is now privately owned. It applies only to the 
basic (or, as some socialists put it, the ‘‘socially necessary”) 
means of production. These include all large landholdings, forests 
and mineral deposits, railroads and other public utilities, and the 
more important manufactures. It is only in those industries upon 
which the public is peculiarly dependent, and in which the 
danger of exploitation of the working class by huge capitalists is. 
most present, that the socialists insist upon the abolition of pri- 
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vate enterprise. The socialists desire to see the control of industry 
actually in the hands of the working class for which they advocat- 
ed the idea of industrial democracy. Democratic control of in- 
dustry would be made possible, they believe, by placing political 
power much more truly in the hands of the people than at 
present. The socialists generally believe that collective ownership 
can be established by means of the ballot, after the voters have 
been won over to the idea by educational and propaganda acti- 
vities of a well-organised socialist party. In its emphasis upon 
democracy, the socialists are diametrically opposed to the com- 
munists, whose regime in the Soviet Union is one of ruthless dic- 


tatorship. 

Competition and Socialism. It is said that obstacle to produc- 
tive efficiency under Socialism lies in the fact that without com- 
petition the principle of natural selection in industry would be 
destroyed. Under Socialism, every position in industry would be 
subject to the bickerings and baneful influence of political life. 
Collective enterprise, it is said, is notoriously wasteful and in- 
efficient. Where it is not positively corrupt, it is deadened by 
bureaucracy and red-tape. The opponents of Socijalism claim that, 
instead of increasing production and bringing about the ideal 
conditions expected by the socialists, it would actually result in 
colossal inefficiency and industrial stagnation. The socialists 
reply that competitve industry is much less efficient than its 
defenders believe. Influence and favouritism are by no means 
absent from private businesses. Some economists have argued that 
the problem of pricing under Socialism would present serious diffi- 
culties. Because Socialism would be bound to interfere with the 
natural economy inherent in the competitive price system as 
land rents and interest, which at present enter into costs, would 
belargely doneaway with, and wages, presumbly, would be limited 
by maximum and minimum rates, instead of being left solely to. 
the play of supply and demand. It is true that some socialists, do- 
minated by Marx’s mistaken labour theory of value, have visualised 
the collective economy as one in which prices would be based only __ 
on the quantities of labour required to produce various goodstothe 
neglect of contribution of other factors But a number of economists. 
who have interested themselves in the theoretical aspects of this. 
problem have in recent years reasoned that a socialistic economy > 
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could use the principles of the present pricing process, and 
might even keep prices closer to their normals than they are under 
Capitalism. Because interest and rents would not go to private 
investors and landowners, but to the State, which could use the 
proceeds for various projects of social welfare, such as education. 
free medical care, scientific research, promotion of the arts, and 
so on. Thus the essential elements of competitive pricing process 


could be retained. 
Oskar Lange mentions among the advantages of Socialism the 


comprehensiveness of the items entering into the price system. 


Following Pigou he shows that 
-- . [here is frequently a divergence between the private cost borne 
by an entrepreneur and the social cost of production. Into the 
cost acount of the private entrepreneur only those items enter for 
which he has to pay a price, while such items as the maintenance 
of the unemployed created when he discharges workers, the pro- 
vision for the victims of occupational diseases and industrial acci- 
dents, etc., do not enter, or as Professor J M. Clark has shown, are 
diverted into social overhead costs. On the other side, there are 
the cases where private producers render services which are not 
jncluded in the price of the product. ...A socialist economy 
would be able to put all the alternativesinto its economic account- 
ing. Thus it would evaluate all the services rendered by produc- 
tion and take into the cost accounts all the alternatives sacrificed: 
as a result it would also be able toconvert itssocial overhead costs 
into prime costs. By so doing it would avoid much of the social 


waste connected with private enterprise. 
Incentive and Socialism. By eliminating the large property 
incomes and reducing differences in wages the socialists believe 
that they would establish a far greater measure of equality of in- 
comes than it now exists. No one would be very poor, and no one 
would be immensely rich. But one of the strongest criticisms 
which may be urged against a socialistic programme is that it 
would remove the incentive which is present under Capitalism. 
Many socialists are, nevertheless, quite conscious of the 
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averted under monopolistic Capitalism. ‘‘Officials subject to demo- 
cratic contro] seem preferable to private corporation executives 
who practically are responsible to nobody.”’ 

Moreover, we have already seen that the socialists do not 
necessarily propose to do away with pecuniary incentives entirely. 
They believe also that, under Socialism, a better spirit of co- 
operation and service will prevail. 

Soctalism and Family. There is a popular misconception that 
Socialism does not believe in family life. In fact, Socialism is 
primarily an economic and political, rather than a complete 
sociological, programme, and any changes which might take place 
in the family would be only such as would naturally follow from 
the changed economic status of the working classes; socialists 
believe that happy and normal family life is largely interfered 
with today by our economic institutions. Economic pressure, they 
assert, brings about the subjection of women, while poverty 
interferes with the maintenance of the home. Whatever individual 
socialists may think about the ideal form of family relationship 
there is nothing inherent in the socialist organisatation of society 
which is iscompatible with monogamy. Similarly, there is a 
similar popular misconception about the relation between Social- 
ism and religion. It has frequently been alleged that socialists are 
atheists and that Socialism would destroy religious institutions. 
But there is nothing in Socialism, however, which is necessarily 
antagonistic to religion. Although it is true that socialists in some 
countries have grievances against the organised church, it is not 
fair to say that Socialism is anti-religious. 

Concluston. Socialism claims to reduce the wastes and elimi- 
nate depressions and unemployment through central planning of 
the economy as a whole. It also would hope to eliminate unearned 
incomes and reduce inequality while promoting the welfare of the 
masses, On the other hand, it would lose some of the forces of 
individual initiative, its efficiency might be impaired by the stag- 
nation and regimentation of bureaucracy, and it would reduce some- 


problem of lacking incentives under bureaucratic management, 
Oskar Lange, for instance, asserts ‘‘that the real danger of socialism 
is that of a bureaucratization of economic life, and not the im- 
possibility of coping with the problem of allocation of resources,” 
But he makes this concession to the critics of Socialism only be- 
cause he believes that the same, or even greater, danger cannot be ’ 


what the scope of man’s liberties both as consumer and producer. ’ 
| Some socialists believe in the comprehensive planning of 
industry, and in directing the economy toward certain goals of ¥ 
social welfare, If the plans are to be made effective, say the 
43, .§ 
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iW critics, the central officials would have to have authority to py “natural” tribal stage of human history. It was a reaction from 
the growing complications of ages of transition. 
Modern Communism has become, instead of a myth or the 


their plans into effect. Socialism would place great power, th 
think, in the hands of the Government officials. They fear that 
the latter wil] be intoxicated by this power, and will arrogat¢ subjectaof literary romance, a practical goal and programme in 
more and more authority to themselves, In this way, personal the forin of Marxian Socialism agitated by international socialist 
liberties will gradually diminish, and the regime would take op groups and regarded by them as the inevitable next step in social 
more and more the character of a dictatorship, development, to be brought about by a class whose self-interest 
The socialists believe that these developments are hard drives it to such a type of economic and social organisation. 
likely in a country where there is a long-established tradition o| Philosophy of Communism. Communism is more extreme than 
Socialism. To understand how the communists went about their 
task, it is necessary to know something of their theory of social 


political democracy. 
its 
evolution, Marxian Communism believes in economic or muaterial- 
istic interpretation of history, that is, economic event dominates 


4. Communism es 

Concept of Communism. The term “Communism,” which is in controlling the social and political life. Marx called the econo- 
derived from the Latin word “‘Communis,” does not occur befor mic system of society substructure (wmferbaw) and religion, laws, 
1840, although the concept it embraces is as old as civilisation it ethics and other institutions of society as superstructure (oberbau). 
self. It was coined in the secret revolutionary societies of Paris According to Marx, Socialism as the close analysis of any element 
between 1834 and 1839. Its general use is to describe the practice * of the superstructure would reveal the influence of the substruc- 
of or belief in the desirability of the social control of economic ture as a determining factor. Religions and morals are concocted 
life, including the social ownership of property. It is distinguisb- by dominant classes to fortify their own interests ; therefore, all 
, in that it generally in- religion and ethics hitherto prevalent among mankind are sus- 

pect, The ideas of eternal truth and social justice have no place 


ed in a technical sense from Socialism 
in reality ; they were invented by the dominant classes to per- 


cludes ownership of some or ali forms of consumers’ goods as wel 
In addition to this historical and general meaning of the term "J » 
“Communism” came in the years 1840-72 to imply revolutionary __-petuate their power. Marx’s economic interpretation may briefly 
action for the violent overthrow of the capitalist society. . be summed up in five principles: the law of concentration, 
Underlying the general concept’ of communism are three surplus value, the two-class struggle, the overproduction theory 
basic doctrines. The first is that of the state of nature which in of depressions, and social revolution. 
varying forms dominated the thought of antiquity and of the Marx dt the transition which had taken place from the 
modern world from the Renaissance to the mid-nineteenth cen- domestic industry which preceded the Industrial Revolution to 
) er the large factories which followed it. This concentration of in- 
| 3 dustry would go on until the small independent business men 


tury. This doctrine is essentially utopian, rationalist and pacific 
The second doctrine is Manichaeism, which considered human me Sak 
history as a ceaseless contest between twosovereign powers—good would be eliminated and forced to become employees of ‘a few 
and evil, spirit and matter, light and darkness. The third doctrine powerful capitalists. Thus society would be separated into two 
is Marxism, or the economic theory concerning the rise and groups—the capitalists and the proletariat or wage-earning class. 
development of the productive forces of capitalist society, its in- Again, according to the doctrine to surplus value, all wealth 
herent collectivist tendencies and antagonistic intcrests, with is produced by labour. But the labcurer is paid only enough to’ 
the class war as the human dynamic power of civilisation.’ Com- maintain him at a bare level of subsistence. Consequently, there 
munism formed an integral part of the ancient myth of the golden | t \. ope value created which the capitalist is able to take for 
age, the idealisation by the civilised man of the primitive, 4 himself. It is unearned by the capitalist because he did not pro- 
45 
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“Law of Concentration,”’ coupled with bis doctr 

value, must lead to class war between the two 

be no compromise, for the situation becomes prog 
$s whoc 


as society advances. Since the labourer 
mass of copsumers are not given all the pu: 


they produce, they are unable to buy back from the capita 
the extra wealth created by their additional produ ) , 


of 
4428 Wh 44 2 Ge 


resuit will be general overproduction of goods. Ir 
follows. The capitalist system wou'd destroy its 


catastrophe befalls, it is believed, a revolution will take place 

which the proijetariat, having become conscious of its ow: 
strength, will establish a new system of society in which the capi. 
talists will be dispossessed of their property. There follows the 


stage known as dictatorship of the proletariat, that is, the ir 
ligent minority—the Communist Party—must hold its power 
any cost, and rule the country with an iron band, unt 
brought Socialism into being, and educate the people to its 
When the people are thus made ready for it, 
dictatorship will give way to the socialistic society, which is 
regarded as the lower phase of Communism. In this stage, a! th 
means of production will be in the hands of the democraticall; 
governed State. But there will be considerable centralisati 
Diy Ope 
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short, this stage is simp! 
_— 


economic and political control. In 
of State Socialism as it was described in the preceding pa 


Finally, the socialistic society will evolve into the commu 
society, which is the higher phase of Communism, the ultimate 
goal of the Communist Party. When this stage is reached, the 
coercive authority of the State will no longer be needed. The 
State will “‘wither away,” for society will now be “classless”, 
Then the communistic principle of “from each according to 
his ability, to each according to his need”’ will prevail. One of 
the powerful appeals of Communism is directed to the human 
desire of bettering the situation of the poor and the weak. It 
takes the shape of an appeal for the universal brotherhood of 


man. Communist eschatology promises betterment, brotherhood, 
- man is not considered 


— 
~ 
— 


and complete happiness for all individuals 
as an end. [he end is quite clearly the whole, the society. It is 


true that the communists believe that even the individua! man 
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will be happy once the goa! is achieved. But they are not inter- 
ested in him, for collectivity is the only truly real factor in the 


buman world. 

It may be noted here that modern Communism, which is 
exemplified by the Soviet Union, is very different from Utopian 
Communism, for it proposes to apply communistic primciples on 
2 national scale, achieving power for the Communist Party by 
violent revolution, if necessary. 

Plansine in Communism. Communism is a complete substi- 
tute for that allocation of economic resources which, in a capitai- 
ist system, is determined by prices and incomes and related in 
turn to consumers’ sovereignty and where decisions are made by 
innumerable businessmen. It has practically involved the hquida- 
tion of private enterprise and of private property: under the 
Russian system of Communism there is not much room for the 
capitalist trinity—sovereignty of the consumer, the tyranny of 
the price system and the quest for profits. There the economic 
architects generally determine what use is to be made of limited 
resources and, therefore, to some extent impair the sovereignty 
of consumers. The targets for production are set according to an 
objective determined by the State, eg. producing for war or 
raising the mass standard of living, and thus do not allow price 
and income movements to regulate the productive process ; and 
since these goals are selected by the general strategy, acting for 

the party, the Government or the people, the planned economy 
supplants the entrepreneur, who is the human magnet in the 
capitalist machine. 

Under Communism, consumption as well as production would 
be collectively controlled, and money, prices, wages, and free ex- 
change would be abolished. The collective organisation would 
determine what was to be produced and in what quantities, dis- 
tributing the product, through a system of rationing, where it was 
bslieved that it would do the most good. The communist formula _ 
is “ from each according to his ability ; to each according to his 


need”. 

Social and Educational Programme. Communism is more than 
am economic programme. It involves sweeping social reforms as 
well, It is interesting to note what the Soviet Government is doing 
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duce it. Profits are, therefore, the result of exploitation. Marx's 
‘‘Law of Concentration,’’ coupled with his doctrine of surplus 
value, must lead to class war between the two groups. There cap 
be no compromise, for the situation becomes progressively worse 
as society advances. Since the labourers who constitute thegreat 
mass of consumers are not given all the purchasing power which 
they produce, they are unable to buy back from the capitalist: 
the extra wealth created by their additional production. The 
result will be general overproduction of goods. Industria! collapse 
follows. The capitalist system would destroy itself. When this 
catastrophe befalls, it is believed, a revolution will take place in 
which the proletariat, having become conscious of its own 
strength, will establish a new system of society in which the api- 
talists will be dispossessed of their property. There follows the 
stage known as dictatorship of the proletariat, that is, the intel- 
ligent minority—the Communist Party—must hold its power at 
any cost, and rule the country with an iron hand, until it has 
brought Socialism into being, and educate the people to its ideals, 
When the people are thus made ready for it, the stage of 
dictatorship will give way to the socialistic society, which is 
regarded as the lower phase of Communism. In this stage, al! the 
means of production will be in the hands of the democratically 
governed State. But there will be considerable centralisation of 
economic and political control. In short, this stage is simply one 
of State Socialism as it was described in the preceding pages. 
Finally, the socialistic society will evolve into the communist 
society, which is the higher phase of Communism, the ultimate 
goal of the Communist Party. When this stage is reached, the 
coercive authority of the State will no longer be needed. The 
State will ‘‘wither away,’’ for society will now be ‘‘classless’”’, 
Then the communistic principle of ‘‘from each according to 
his ability, to each according to his need’”’ will prevail. One of 
the powerful appeals of Communism is directed to the human 
desire of bettering the situation of the poor and the weak, It 
takes the shape of an appeal for the universal brotherhood of 
man, Communist eschatology promises betterment, brotherhood, 
and complete happiness for all individuals ; man is not considered 
as an end. The end is quite clearly the whole, the society. It is 
true that the communists believe that even the individual man 
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will be happy once the goal is achieved. But they are not inter- 
ested in him, for collectivity is the only truly real factor in the 


human world. 
It may be noted here that modern Communism, which is 


exemplified by the Soviet Union, is very different from Utopian 


Communism, for it proposes to apply communistic principles on 
a national scale, achieving power for the Communist Party by 


violent revolution, if necessary. 

Planning in Communism, Communism is a complete substi- 
tute for that allocation of economic resources which, ina capitai- 
ist system, is determined by prices and incomes and related in 
turn to consumers’ sovereignty and where decisions are made by 
innumerable business men. It has practically involved the liquida- 
tion of private enterprise and of private property: under the 
Russian system of Communism there is not much room for the 
capitalist trinity—sovereignty of the consumer, the tyranpy of 
the price system and the quest for profits. There the economic 
architects generally determine what use is to be made of limited 
resources and, therefore, to some extent impair the sovereignty 
of consumers. The targets for production are set according to an 
objective determined by the State, e.g. producing for war or 
raising the mass standard of living, and thus do not allow price 
and income movements to regulate the productive process ; and 
since these goals are selected by the general strategy, acting for 
the party, the Government or the people, the planned economy 
supplants the entrepreneur, who is the human magnet in the 
capitalist machine. 

Under Communism, consumption as well as production would 
be collectively controlled, and money, prices, wages, and free ex- 
change would be abolished. The collective organisation would 
determine what was to be produced and in what quantities, dis- 
tributing the product, through a system of rationing, where it was 
believed that it would do the most good. The communist formula 
is ‘‘ from each according to his ability ; to each according to his 
need”. 

— Socsal and Educational Programme. Communism is more than 
an economic programme. It involves sweeping social reforms as 
well, It is interesting to note what the Soviet Government is doing 
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in matters of this kind. The communistic theory of evolution 
requires an intelligent working class. Therefore, the communists 
have resolutely set about the upbuilding of a universal schoo! 
system. Attention is also paid to art, music, drama, and othe 
cultural needs. Religious marriages are not recognised, the onl 
legal ceremony being acivil one. Family life is somewhat different 
from that to which we are accustomed. The home is not as impor- 
tant a factor in the lives of the people, partly because the hous- 
ing situation has been so acute that families were very much 
crowded, and partly because the workers’ life has been so filled 
with the new activities of clubs, political meetings, lectures, 
evening Classes, theatres, concerts, etc. It is apparent that these 
features are going to make profound changes in the social life and 
institutions of the people. I[t is true that the communists have 
carried on an anti-religious propaganda. While there is complete 

religious toleration (so long asthe church does not become a 

centre for anti-revolutionary activity), the communists do not ap- 

prove of religious organisations. In a sense, Communism is itself a 

religion. 

Appraisal oj Communism. Communism is, both in its theory 
and in its practice, an incredible oversimplification leading to 
distortion of reality. This oversimplification appears first in com- 
munist eschatology. Despite the tremendous complexity of human 
nature and human desires, the communists teach that one simple 
method, collectivisation, will render man completely happy and 
satisfied. [This they do either by completely disregarding some 
other human desires or by asserting that collectivisation will 
cause Other desires (e.g. the religious) to dissolve. 

Communism, for example, teaches that all problems of labour 
can be solved by the nationalisation of factories, or rather it 
seems to assert that only one such problem exists : private owner- 
ship of industry. This obviously contradicts everything we know 
about modern industrial life. Problems like wages, working con- 
ditions, or personal relations inside the factory, are obviously more 
important to the workers than the question of ownership. The com- 
munists disregard all of them and insist that everything will beright 
once the factories have been nationalised. [his does not mean that 
nationalisation must necessarily be considered bad. But to reduce 
the whole problem to a question of ownership is oversimplifying 
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of the situation greatly. 
Again, Historical Materialism is the result of Marxian Com- 


munism’s oversimplification of human motives and human his- 
tory. It got hold of only a fragment of truth and tried to con- 
vince humanity that it was the whole truth or the fundamental 
truth, It is a fact that within every human society there is always 
present a covert or an overt conflict of opposing tendencies, But 
Marxian Communism simplifies the whole human situation by 
declaring that only two human classes exist, the exploiters and 
the exploited, the haves and the have-nots, and it is the conflict 
between these classes which creates and explains all history. 
Human motivation is not so simple. 

If we take a realistic view of history, we shall have to admit 
that different epochs and different human groups have been 
actuated by a variety of motives. Take, for instance, the religious 
motive which is considered by the Marxists to be a reflection of 
economic motives and economic conflicts, but if we read the 
bloody history of religious conflicts, we shall be surprised to know 
that competition between rival religions has been responsible for 
more wars than any single cause. Joad in his Book Mark (p. 110) 


observed : 

It is estimated that competition between rival religions has been 
responsible for more wars than any other single cause, and of 
these the most numerous and the fiercest have been waged be- 
tween sects representing different versions of the religion of 
peace. Men have fought to maintain their right to turn to the 
Fast during the recital of the Apostles’ Creed and have died in 
thousands over the question of whether the words ‘‘and the son”’ 
should or should not be inserted in the Nicene Creed. Unless, 
therefore, we are to suppose that the scope of the economic 
motive is to be extended to cover the expectation of pecuniary 
benefits in the next world, as well as in this one, the Marxian 
analysis of the causes of what are called religious wars breaks 
down. Personally, 1 think. it is doubtful whether Marx would 
have consented to any such extension; he did not believe in 
heaven, which he considered a bourgeois invention. 


Besides religious conflicts, human society has suffered from — 
countless dynastic wars and wars waged by military, motivated by > 
the instincts of glory and self-aggrandizement. The fact is that all at- 
tempts toin terpret human history through economic determinants 
lead to the denial of the role of great men as shapers of human 
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destiny. They assert that French or European 
taken the same course, with or without Napol Bot 
had not sprung up fon somewhere, someone else was dialect! 
bound to do the same job. But if rel ligion is 


and it was invented by the exploiting class asa! 
1 they explain 


the subservience of the exploited, how would 
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philosophy who was neither a landlord no! 
capitalist. It is ridiculous to assert that Dialectical 
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or His 


(peace be upon him), and 


Materialism produced Muhammad 
that the Prophet was the mouthpiece of economic class-confiicts, 
Arabia had remained unchanged for its aan: and would 
continued indefinitely in its ancient ways, if a man of the genius 
of the Prophet had not canalised the energies of the peo; 7 
entirely new channels. Muhammad (peace so upon him) found a 
good deal of exploitation and economic injustice about him and 
tried to remedy them radically; but it was ideology acting on 
economics and not changes in production or modes of exchange 
and distribution creating an ideology, as a rationalisation or justi- 
fication, 

Ihe same oversimplification occurs in moral questions. 
Everything that serves the party and its single goal is obviously 
considered good ; everything opposed to it is branded as com- 
pletely wicked. Ihe Communists act as if everything is either all! 
black or all white. But human experience indicates that in life 
nothing is all good or all bad. Therefore, Communism is explicitly 


monistic in its approach ; it believes that there is only one absolute 


value, the victory of the party, while all others are relative 

The Communists themselves claim that their doctrine is 
based on science. But in reality it is difficult to justify this claim. 
Because Communism is not based on experience, but rather pro- 
posed as a sort of a priort dogma ; it also rejects free criticism and 
forbids the expression of any opinion besides its own and beliey 
itself to be eternal and unchanging 

Coming to the other side of the picture, we find that the 
labour theory of value on which Marx developed the theory of 
surplus value itself is quite unsatisfactory, because it is not 
possible to reduce all labour into one grade as Marx and others 


have tried to do. Moreover, commodities which require no labour 
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to produce also possess value, provided they are scarce in rela- 
tion to demand. Moreover, the theory ignores the demand side 
altogether. As regards surplus value, it is arbitrary to say that 
fixed capital produces no surplus value. In fact, observation 
shows that profits are highest where fixed capital is usedin aban- 
dance, which is contrary to Marx’s theory as he himself admits it. 

Again, the course of economic development in various capi- 
talist countries, however, does not seem to have followed the 
path laid down for them by Marxian communists. True, the con- 
trol of capital is more concentrated now through the develop- 
ment of the joint-stock principle than it was at the time when 
Marx wrote. But the ownership of capital is more scattered in the 
form of small shares held by a large number of people mostly 
belonging to the working classes. The relative importance of the 
middle class has increased rather than decreased. Moreover, an 
average working-class family in advanced capitalist societies is 
enjoying a living standard much above the Jevel of bare subsist- 
ence. Techniques have been discovered for the control, if not 
elimination, of the wide swings of cyclical fluctuations. There is 
no sign that the capitalist system is moving towards its doom 
as Marx predicted. Capitalist societies have survived major 
calamities like the two Great Wars and the Great Depression. 

No doubt, totalitarian planning on the Soviet model can 
help to remove unemployment, maldistribution and many other 
shortcomings of Capitalism. As Harris has observed, the U.S.S.R. 
is not troubled by excessive salesmen and advertisers, while the 
factories are short of labour, and, unlike British post-War experi- 
ence, purchasing power is not shunted disproportionately to 
tobacco, alcohol and entertainment. The U.S.S.R. would not 
permit a student body of millions in higher institutions of learn- 


ing even though the market demand is not likely to absorb one- 


half of this number. 

The most serious doubts concerning economic planning 
revolve round the issue of incentives and that of personal liberty. 
Profits are certainly an effective incentive in the capitalistic 
system. If profits are to go, is it possible to maintain an atmos- 
phere of economic progress such as is secured under the competi- 
tive system ? Russia's great achievements in the economic field 
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destiny. They assert that French or European history would have 


taken the same course, with or without Napoleon, or if Bonapart. 
had not sprung up from somewhere, someone else was dialectically 
bound to do the same job. But if religion is opium of the people 
and it was invented by the exploiting class as a method of ensuring 


the subservience of the exploited, how would they explain Christ’s 
philosophy who was neither a landlord nor a salve-owner nora 
capitalist. It is ridiculous to assert that Dialectical or Historica! 
Materialism produced Muhammad (peace be upon him), and 
that the Prophet was the mouthpiece of economic class-conflicts, 
Arabia had remained unchanged for millenniums and would have 
continued indefinitely in its ancient ways, if a man of the genius 
of the Prophet had not canalised the energies of the people into 
entirely new channels. Muhammad (peace so upon him) found a 
good deal of exploitation and economic injustice about him and 
tried to remedy them radically; but it was ideology acting on 
economics and not changes in production or modes of exchange 
and distribution creating an ideology, as a rationalisation or justi- 
fication, 

The same oversimplification occurs in 
Everything that serves the party and its single goal is obviously 
considered good ; everything opposed to it is branded as com- 
pletely wicked. [he Communists act as if everything is either all 
black or all white. But human experience indicates that in life 
nothing is all good or all bad. Therefore, Communism is explicitly 
monistic in its approach ; it believes that there is only one absolute 
value, the victory of the party, while all others are relative. 

The Communists themselves claim that their doctrine is 
based on science. But in reality it is difficult to justify this claim. 
Because Communism is not based on experience, but rather pro- 
posed as a sort of a priort dogma ; it also rejects free criticism and 
forbids the expression of any opinion besides its own and believes 
itself to be eternal and unchanging. 

Coming to the other side of the picture, we 
labour theory of value on which Marx developed the theory of 
surplus value itself is quite umsatisfactory, because it is not 
possible to reduce all labour into one grade as Marx and others 
have tried to do. Moreover, commodities which require no labour 
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to produce aJso possess value, provided they are scarce in rela- 
tion to demand. Moreover, the theory ignores the demand side 
altogether. As regards surplus value, it is arbitrary to say that 
fixed capital produces no surplus value. In fact, observation 
shows that profits are highest where fixed capital is used in aban- 
dance, which is contrary to Marx’s theory as he himself admits it. 

Again, the course of economic development in various capi- 
talist countries, however, does not seem to have followed the 
path laid down for them by Marxian communists. True, the con- 
trol of capital is more concentrated now through the develop- 
ment of the joint-stock principle than it was at the time when 
Marx wrote. But the ownership of capital is more scattered in the 
form of small shares held by a large number of people mostly 
belonging to the working classes. The relative importance of the 
middle class has increased rather than decreased. Moreover, an 
average working-class family in advanced capitalist societies is 
enjoying a living standard much above the level of bare subsist- 
ence. Techniques have been discovered for the control, if not 
elimination, of the wide swings of cyclical fluctuations. There is 
no sign that the capitalist system is moving towards its doom 
as Marx predicted. Capitalist societies have survived mayor 
calamities like the two Great Wars and the Great Depression. 

No doubt, totalitarian planning on the Soviet model can 
help to remove unemployment, maldistribution and many other 
shortcomings of Capitalism. As Harris has observed, the U.S.S.R. 
is not troubled by excessive salesmen and advertisers, while the 
factories are short of labour, and, unlike British post-War experi- 
ence, purchasing power is not shunted disproportionately to 
tobacco, alcohol and entertainment. The U.S.S.R. would not 
permit a student body of millions in higher institutions of learn- 
ing even though the market demand is not likely to absorb one- 
half of this number. 

The most serious doubts concerning economic planning 
revolve round the issue of incentives and that of personal liberty. 
Profits are certainly an effective incentive in the capitalistic 
system. If profits are to go, is it possible to maintain an atmos- 
phere of economic progress such as is secured under the competi- 
tive system? Russia’s great achievements in the economic field 
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completely belie all misgivings regarding the compatibility of a 

truly socialistic economy with economic progress, Moreover, it is 
possible to provide incentives for managers and workers even ina 
collectivist State. The issue of personal liberty 1s certainly a much 
more intractable one than the problem of incentives. The Russian 
economy is based on regimentation and compulsory direction of 
labour. Though the masses everywhere seem to prefer bread and 
housing to liberty, the best thing would, of course, be to combine, 
if possible, planning with individual liberty. 

Sir William Beveridge stressed the compatibility of a plan- 
ned society and the retention of fundamental freedoms. He, 
however, came to the conclusion that even democratic planning 
requires direction of labour as well as direction of investment. 
Dr Lange and Dr Lerner have on the whole supported collec- 
tivism. But their plans are based upon price calculations. The 
manager of a collectivist farm will have to equate marginal cost 
of price, if the optimum output is to be secured, Lerner formu- 
lated certain welfare equations which must be fulfilled, if the 
ideal output were to be evolved. Lange stressed the social aspects 

of cost determination. Only Socialism can take into account the 
full social cost of production which can easily exceed the private 
costs incurred by the entrepreneurs, 

Professor Robbins, however, has expressed grave doubts as 
regards the working of the collectivist organisation in a free and 
democratic society. Nationalisation of means of production would 
just mean the creation of gigantic State monopolies exhibiting 
in an even heightened degree the rigidities of monopoly Capital- 
ism. The goal of progress, declares Professor Robbins, lies ina 
direction different from that of overall collectivism. He believes 
that the loose institutions of individualism offer scope for the 
development of a way of life, more congenial to what most of us 
desire in our hearts than the tight centralised controls which are 
necessary, if these institutions are greatly curtailed or suspended. 

In fine, we take it for granted that the socio-economic 
systems which were designated as liberal are compatible with 
political democracy, while an authoritarian economy (whether 
communist or fascist) is the economic expression of a totalitarian 


political system. 


52 


Islam and Other Economic Systems 


4. Fascism 


Viewed either negatively or positively, Fascism has elements 
in common with other systems of social organisation. If defined 
simply as a negation of liberalism and parliamentarianism, it is 
inadequately differentiated from Communism and other ideologies 
which manifest an equal antipathy to the older democratic tenets. 
If, on the other hand, defined positively as an unlimited sove- 
reignty of the State over all phases of national activity, it approxi- 


mates nationalism. 
It is only when viewed as a peculiarly Italian phenomenon 


that the essence of Fascism becomes clearly delineated. In its 
philosophy, origin and development, political structure and cul- 
tural aspirations, it is an integral part of the Italian matrix. As 
a reaction to the spread of collectivism, Fascism arose in Europe 
after the First World War. Its philosophy substitutes for democ- 
racy the totalitarian State, in which individual rights are 
replaced by duties. It advocates racial supremacy, nationalistic 
expansion, self-sufficiency, military preparedness, and popu- 
lation growth, Beginning with Mussolini’s march on Rome in 
1922, Fascism soon spread throughout Central Europe, and even 
made its influence felt in Central and South America. It still 
prevails in Spain and Argentina. 

Philosophy of Fascism. Fascism is the product of peculiar 
post-War conditions, largely anti-intellectual, opportunistic in 
methods. In support of their opposition to democracy, they 
point to its hesitancy, partisan political bickerings, and time- 
consuming debates. For Fascism has developed the idea of the 
totalitarian State. The State, to the Fascist, is absolute. It is an 
end in itself. To them everything for the State, nothing against 
the State, nothing outside the State. Thus it insists upon exert- 
ing its domination over educational, religious, scientific and 
artistic institutions. All national institutions and agencies exist 
for the service of the State alone. The highest obligation and 
duty of the individual is a contribution to the power and unity of 
the State and he loses completely his own identity in it. The only 
right which the individual as such possesses is the right to assist 
in the strengthening of the State. In other words, he has indi- 
viual rights only in so far as they do not conflict with the needs 
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of the sovereign State. The Fascist party cuts through the 
horizontal layers of society, which, with the aid of the arbitrary 
State government, hold it together like aclamp. Just as in Soviet 


Kussia the party seeks, through a host of auxiliary grou 
associations of teachers, students, rail-road-men and the like 
extend to all spheres of modern life, Fascism is for militant 
nationalism. Here is a clear contrast to the class international- 
ism of collectivism. Fascism stresses the purely national virtu 
in many cases developing likewise an acute racial consciousness, 
Fascism has nothing but contempt for pacifism. War and th: 
pursuits of war are glorified. International relations rest not upon 
a basis of international law and morality, but upon the test of 
military powers. Strength alone gives a nation the right to pos- 
sess territory. [hus the Fascist philosophy leads its followers to 
seek that continuous national expansion which its conception for 
power politics serves to justify. [he fascist school legislation has 
made religious education obligatory in State schools. Although 
the relationship of Fascism to the Catholic Church is in many re- 
spects extremely complicated, it is unquestionably true that the 
two movements share in common many features as, for example, 
an antipatly to liberalism and a close contact with the middle 
classes, especially the agrarian. 
Economic Pilosophy of Fasctsm. The economic philosophy of 
Fascism is guided by the basic philosophy of State. Though it 
calls for the preservation of the institution of private property 
which Communism threatens, yet in practice, however, tradition- 
al liberal, /atssez-fatre Capitalism almost completely disappears 
under Fascism. While private enterpirse is stated to be the 
most effective method of production and distribution, the exer- 
cise of a considerable degree of State regulation is considered 
essential for the promotion of economic stability and the full 
utilisation of productive resources. A unified and centrally 
directed economic programme is regarded as essential. Since 
everything for the State, the private enterpriser is held respon- 
sible to the State for the direction given to production. When 
private initiative is unequal to the task at hand, or is regarded 
as inefficient, State intervention is permitted. The most thorough- 
going interventionism of the corporative State isin regard to the 
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freedom of labour. A syndicalist structure incorporating the 
various vocations of the nation is designed to regulate all rela- 
tionships involving labour. Although this is accompanied by a 
campaign of moral and national education among the members, 
the regulations are rigidly binding upon all. Consistent with the 
emphasis on the supremacy of the State is the effort to transcend 
the disastrous economic and political effects of class conflict by 
emphasising the solidarity of capital and labour in the produc- 
tion process. Actually, of course, there is still a sharp division 
between labour associations and employers’ associations, having 
the way open to a clash of interests. But since all strikes and 
lockouts are outlawed, such disputes are to be settled mostly by 
arbitration groups. Not only in the field of production but also 
in the case of distribution the State has the power. Thus the 
State assumes the right to distribute the essential factors of pro- 
duction and to direct the flow of raw inaterials and credit. It 
assumes the right to fix wages, rents, interest rates, and, in certain 
cases, commodity prices. In these respects, Fascism bears some 
resemblance to State Socialism, but without either its democracy 
or its interest in the welfare of the workers. The question of 
exercising private initiative loses its significance when it is 
realised that the primary aim of economic activity under Fascism 
is not the attainment of the highest possible standard of living, 
as presumbly it is under both Capitalism and Collectivism, but 
a continuous increase in the military power of the State. With 
this as its objective, the Fascist State operates always on a basis 
of wartime economy. Huge resources are, therefore, wasted. 


- Again, it is a menace to human civilisation, because it encour- 


ages the rapid growth of population for building up a large army. 
They often forget that the world has faced the problem of 
population explosion. A considerable proportion of the national 
income is devoted to the maintenance of a large army and the 
financing of imperialistic adventures, Overpopulation, resulting 
from the encouragement given to a high birthrate, aggravates 
the decline of production. The only incentive Fascism has is its 
nationalistic glorification of the State. The population is exhort- 
ed to choose bullets, the symbol of power of the nation, in pre- 
ference to bread, the symbol of mere individual well-being, 
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A Brief Review of Fascism. Fascism and Communism are two 


symptoms of the same disease. They are frequently grouped 
together as totalitarian systems. They are alike in that their 
governments are one-party dictatorships. In both, the ruling party 
maintains its power with an iron hand; civil liberties are sup- 
pressed. The term ‘‘totalitarian’’ can perhaps be applied to them 
both, in that each sets up a philosophy and a policy that are 
regarded as supreme values that must command the complete 
allegiance of the people above their allegiance to their church, 
their fellow individuals, and even the members of their own 
families. 

Yet their conceptions of the State are very different. To 

the fascists, the State is a superior entity, an end in itself. To 
the communists, the State is an organ of class oppression, even- 
tually to wither away and disappear. For, the fascistic idea is 
nationalistic expansion through aggressive encroachment upon 
other nations, while the communists envisage themselves as the 
promoters of a world revolution. Those who believe in the impor- 
tance and dignity of the individual will not readily sacrifice the 
democratic method of policy determination for the sake of so- 
called increased mechanical efficiency under Fascism or Com- 
munism. Under Fascism, efficiency is secured by the sacrifice of 
individual rights. The fascist glorification of war forced dictator- 
ships ana democracies alike to dissipate a large portion of their 
productive resources in the manufacture of armaments, and there- 
by delayed indefinitely the further progress of social legislation 
and reform. It reduced markedly the volume of international 
trade. The general breakdown of world trade for which these poli- 
cles are partly responsible was a leading cause of the Depression 
that prevailed everywhere during the two World Wars. The heavy 
expenditures on military preparations unbalanced the govern- 
ment budgets badly in both Italy and Germany. 

The government of Fascist Italy represented centralisation 
of power carried to an extreme. Nominally a monarchy, the 
supreme governing body of the country was a cabinet composed 
of the heads of fourteen ministries. Fascist Italy’s principal 
contribution in the economic field was the development of the 
corporative structure. Twenty-two corporations were set yp in 
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various industries, trades and public services, Although adopt- 
ing the name National Socialism, the Nazi government of 
Germany possessed all the general characteristics of Fascism. 
The defeat of the Axis powers put an end to Fascism in Germany 
and Italy. Fascism is now a forgotten chapter of history. It cannot 


solve the conflicting problems of the day. 
5. Islam and Other *Isms 


To make a comparison between Islam and other ‘isms like 
Capitalism, Socialism, Communism and Fascism is something 
more than a mere putting old wine in a new bottle. The challenge 
of time Islam faces today points us the need for such analysis 
which can point out where Islamism excels the others in meeting 
certain goals. Since the whole analysis is subjective, we need not 
be surprised to find that those whose goals are different or who 
give different weight to the same goals refuse to accept our point 
of view. 

Rightly or wrongly, each of the social philosophies has got 
its basic objectives. Thus Capitalism believes in the unrestricted 
private ownership of the means of production, the motive force 
of which is private profit. The capitalist’s motto is ‘“‘Everything 
for himself and devil take the hindmost.”’ Again, ‘“‘from each 
according to his ability, to each according to his need”’ is the 
basic goal of Communism. In realising this objective, Communism 
regimentalises the means of production, crushes personal liberty, 
destroys family and religion. But Socialism also aims at the 
abolition of private ownership of the means of production. The 
concept of private profit as exists in Capitalism will be replaced 
by the motive of social service under Socialism whose motto is 
“From each according to his worth, to each according to his 
work.”’ Communism is more extreme than Socialism. But Fascism 
which is almost a forgotten chapter of history can be grouped as 
a totalitarian system. The fascist ideal is nationalistic expansion ~ 
through aggressive encroachment upon other nations. ‘‘Every- — 
thing for the State, nothing against the State and nothing out- 
side the State’’—is the philosophy of Fascism. In spite of certain 
differences, Fascism and Communism are the two she oS 


the same disease. 
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But Islam aims at achieving a social system which Is capi- 
talistic in broad outline restricted very largely by Socialisti 
institutions and ideas, That is, Islamic concept of society is based 
on five principles. They are (a) Quranic concept of history, (0) 
restricted private ownership of the means of production, (c) uni 
versal brotherhood of man, (d) eternal principle of co-existence 
and (é) sovereignty of Almighty Allah. In our comparison of 
different economic systems, I would confine my discussion to 
comparing performances in respect of each of the principles ju 
mentioned. 


(a) Concept of History. Before developing the Qur’anic con- 
cept of history I would prefer to take up the Marxian materialis- 
tic interpretation of history according to which the economic 
event is dominant in controlling social and political life. True, in 
every human society there is always present a covert and overt 
conflict of opposing tendencies. But Marx tries to impress upon 
us that only two human classes exist : the exploiters and the 

exploited, the haves and the have-nots, and it is the conflict be- 
tween these two classes which creates and explains al] history. 
Marx believed that in the process of social evolution there has 
been slavery and serfdom, feudalism, Capitalism and Socialism 
from the standpoint of production and distribution. According 
to Marx, each stage is an advance on its predecessor. But the 
revolutionary struggle of Marx was actually directed against 
Capitalism under which the labourer is, Marx believes, paid only 
enough to maintain himself on a bare level of subsistence. Con- 
sequently, there is a surplus value created which the capitalist is 
able to take for himself. Profits of the capitalists are nothing but 
exploitation. Marx’s ‘‘Law of Concentration,’’ coupled with his 
doctrine of ‘‘surplus value,’’ must lead to class war between the 
two groups which would ultimately bring about the downfall of 
Capitalism and establish the dictatorship of the proletariat. 

This idea of inevitability of the historical process leading to 
the fulfilment of a predestined end finds no counterpart in the 
Our’an at least in two ways. Firstly, the Our dan recognises the 
existence of different classes of people in the society ; it does 
recognise the differences in talents, differences in income among 
the different members cf the society for the progress and pros- 
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perity of the same (iv. 33). This leads directly to the denial of 
the doctrine of proletarianism developed by Marx, namely, the 
proletariat majority will shape the future course of history. The 
Qur’anic concept of history is more practical and more realistic 
in the sense that the Qur’an, by recognising the multiplicity of 
human motives and sentiments, took into consideration the role 
of great men like Prophet Muhammad (peace be upon him), Jesus 
Christ, and others in shaping the future course of history and 
destiny of nations. But Marx is so much obsessed with viewing 
economic relation as a sole determinant of human history in every 
direction that he denies categorically the part played by religious 
conflicts, countless dynastic wars and great men like the Qua‘id-i- 
A‘zam, Kemal Ataturk, Abraham Lincoln, Napoleon Bonaparte 
as the shapers of human destiny. “The Qur’anic concept in this |. 
respect approximates Toynbee’s concept of creative minority, for 
it is only a minority of purposeful and thinking persons that 
form the leadership of any movement even of the proletariat 
movement under Communism. The vast majority of people merely 
follows the lead given by the minority.”’ 

Secondly, the inevitability of class conflict leading to the 
ultimate victory of the proletariat over the capitalist as pro- 
pounded by Marx is not supported by the Qur’anic concept of 
history. True, the Our’an has promised victory to the Prophet of 
Islam over his opponents as in the verse, ‘‘It is He Who sent His 
messenger with the guidance and the religion of Truth that He 
may make it prevail over all religions’’ (xlviii. 28). But here the 
victory promised is clearly the victory of Islam in Arabia over 
the polytheists, the Jews and the Christians, and the promise was 
fulfilled in the lifetime of the Prophet.  «*.. am 

From the above-quoted verse we are not prepared to Sacer 
that the success of Islam is guaranteed by the process of history. 
If the Muslim community does not follow the path laid down by 
the Holy Qur’an and the Sunnah, it might fail to secure the power 
and domination as promised by the Holy QOur’an. aa 

The Qur’an guarantees the victory of Islam on other grounds, 
and says : ‘‘The Truth has come and falsehood vanished ; surely 
falsehood is ever bound to vanish’’ (xvii. 81). Islam, being truth, 
is bound to prevail over untruth, Its victory, therefore, is a moral 
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and not a historical necessity, except in so far as moral necessity 
is bound to influence the historical process which is large}, 
) 


governed by the moral nature of man. 
This concept of universal morality is based on the Our’jp;, 
doctrine of ‘‘Tawhid.” i.e. all life is one, therefore, no Separate 
sphere can claim independence of other, since it is the moral and 
spiritual version of men that co-ordinates and harmonises the 
economic, social, political, and biological activities of Ociety. 
Thus ‘‘the Qur’an does not propound any set of laws which may 
be said to govern the historical process. It only shows that cer- 
tain traits of human nature express themselves in the history ot! 
all decaying societies, while other traits of human nature exhibit 
themselves in the history of growing societies. At the same time 
the Qur’an tells us through the mouths of the Prophets what 
kind of moral teachings, beliefs and socio-economic values, tan- 
gibly incorporated in laws, can arrest the process of social decay 
and lead a community to material as well as spiritual power.’ 
Thus, it is possible to explain the advent of Islam, decline 
and fall of the Roman Empire, movement of Pakistan through 
the Our’anic concept of history which is based on a deep under- 
standing of human nature. But I wonder how all these events of 
history can be explained through materialistic interpretation of 
Marxian Communism. 
This brings us to the discussion of the significance of ‘‘mat- 
ter’’ in shaping human history. Marx started with the denial of 
Allah ; if He does not exist, only the ‘‘matter’’ is left. Like all 
materialists he presumed the purposelessness of ‘‘matter’’ in the 
dynamic setting of human society. But borrowing the idea of 
Hegel he told us that ‘‘matter,’’ though unconscious and un- 
purposive, somehow possesses the attribute of progressively creat- 
ing the values of life. Because mere class conflict as propounded 
by Marx is of no significance, if it does not create values of life. 
The Qur’an teaches us that the entire creation is meaningful 
(xxxvill. 27 ; xi. 15, 16) and, therefore, ‘‘matter’’ is not also pur- 
poseless. In fact, all physical life comes out of it and is reabsorb- 
ed by it. Matter, life and mind denote varieties and gradations 


of being and all that exists is real. 
It is not out of place to mention here that neither Capitalism 
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nor Fascism does propound any set of laws which may be said to 
govern the historical process. The unrestricted individual ini- 
tiative and unhealthy competition between the rich and the poor 
are likely to determine the future socio-economic set-up under 
Capitalism. Again, Fascism, which is the product of peculiar post- 
War conditions, is largely anti-intellectual and opportunistic in 
method. If there is any law, it is the militant nationalism which 
may be said to govern the future course of bloody history under 
Fascism. 
Religion, Another significant aspect of the Qur’anic concept 
of history is the part played by religion in the process of social 
evolution, Marxian Communism does not recognise religion. To 
Marx, it is opium of the people and was invented by the exploit- 
ing class as a method of ensuring the subservience of the exploited. 
True, Marx found a good deal of exploitation and economic injus- 
tice about him in the name of religion. But there is always a basic 
difference between religion and cult just as there is difference 
between the eternal problem of housing and the method of handl- 
ing this problem. The first one is eternal and the second one) 
relative to the needs of the community just as the basic principles. 
of religion are eternal and cult is subject to change. But Marx 
confused between religion and cult, condemned religion and gave 
us materialistic interpretation of history. It is ridiculous to assert 
that Historical Materialism produced men like Prophet Muhammad, 
Jesus Christ, Gautum Buddha and others, Under Fascism religion 
has no part to play except in so far as religion is used to assist in 
the strengthening of the State. Like Socialism, Capitalism is not 
anti-religious ; religion could flourish in such societies in its own 
way. But here also religion is divorced from the social, political 
and economic activities of the society. In such a scheme of society 
religion is just a misnomer. The whole society is drifting towards 
materialism to the utter neglect of the role of morality and spiri- 
tuality which consist in harmonising the conflicting requirements 
of material life. But the Qur’anic concept of religion is based on 
the oneness of God which is symbolic and significant in the sense 
that all life is one and wholesome and the religion of Islam pro- 
vides the entire gamut of activity—social, political, economic and 
biological, and brings an equilibrium in society. With these words, 


61° 


Islamic Economics : Theory and Practice 


may switch over to the second part of our comparative 
(5) Concept of Private Property. There is a vast differer 
between social systems with regard to the concept of pri\ 


‘“‘Islam maintains a balance between exaggerated opp 


we 


property. 

sites.’’ Capitalism believes in free enterprise which necessitates 

private ownership of the material means of production, lhe 
to invest, to inherit and to accumulate is aright 


freedom to save, 
which is even more peculiar for Capitalism than is the free choi 


of consumption and of occupation. In such a social system we 
find great inequalities of income. Some people are found living in 
palatial buildings and some in huts and tents. But Communisn 
wants a complete substitute for that allocation of economi 


resources which in a capitalistic system is determined by price and 
in turn to consumers’ sovereignty and 


incomes, and related 
It has practically 


decisions made by innumerable business men. 
involved the liquidation of private enterprise and private property 
The regimentation and compulsory direction of labour under 
Communism is too high a price for a “mess of pottage’”’. In fact, 
Communism in this respect holds a more extreme view than 
Socialism which also stands for the abolition of private ownership 
of the means of production. Here the nature and extent of indus- 
try and production are to be subservient to social] needs and not 
the profit motive. Though it avoids the wastes of the competitive 
system, yet here also we find the same problem of incentives and 
individual liberty. Again, in theory, Fascism calls for the preser- 
vation of private property but in practice liberal laissez-faire 
Capitalism almost completely disappears under Fascism. Since 
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But in Islam absolute ownership of everything belongs to 
God. ‘‘The sovereignty of the heavens and the earth and all that 
is between them belongs to Allah’’ (v. 17-18 and elsewhere). It 
follows that proprietorship of all free gifts of Nature—land, water 
and their wealth—does not belong to any individual. Mankind 
holds them jointly in trust. The trust is conditional in the sense 


that men benefit themselves equally and not to the exclusion of 
anyone, not for enriching one’s self or exploiting others or holding 


others in subjection.<Thus Islam allows private ownership of 
property, but subjects the owner to restrictions preventing him 
from using property except to the common good. /It encourages 
the acquisition of private property, but requires that this should 
be by means conducive to the good of the community as a whole. 
In brief, ‘‘while Islam allows the individual] to promote his own 
good it exhorts him not to forget that he is part of the group, and 
reminds him of the need to protect and promote the interest of 
his f fellows.”’ The moral injunctions about ownership are to create 
a sense of responsibility and a conscience. 
Broadly speaking, these ethical injunctions—both positive 
and negative—on the owners of the property are the followng : 
(1) to exploit property to the fullest extent without adversely 
affecting the interests of the community ; 
(11) to pay Zakat ; 
(1#t) to spend “‘in the way of Allah” ; 


(tv) to abstain from taking interest ; 
(v) to avoid fraud in business dealings, hoarding or monopoly. 


From the above analysis, we can safely say that Capitalism be- 
lieves in an unplanned economy resulting in the occurrence of — 
periodic crisis; Communism in totalitarian planning with total 


verything for the State, the private enterpriser is held responsibl 


to the State for the direction given to production, It assumes 
the right to fix wages, rents, interest and, in certain cases, com- 
= 1 with considerable harm to personal liberty ; 


modity prices. In these respects, Fascism bears some resemblence late eae aes th 1 thes 
to State Socialism, but without either its democracy or its interest P 5 aimsjatsincreasing thetmilitaryspoweniot thesiaae 
| ge - et, ¥ to the utter disregard of the welfare of the people. But Islam 
in the welfare of the workers. The question of exercising private 3 , : | 
ey ee aa ee Tees i provides a realisable synthesis between planning by inducement 
initiative loses its significance when It is realised that the primary ; é; . ; 
| ¥ eo wea oF ES ies pa and planning by direction. 
aim of economic activity under Fascism is not the attainment of : 
7 | ae : Pte 7 SS We may now pass on to the third part of our comparative 
the highest possible standard of living, as presumbly it is under : Be 
both Capitali idiot eae eee eta ibs increasein the analysis based on the principle of universal brotherhood. 
O aiiSili d ; isi), DU CONTI OUS Cicase - . 
P ae 4 _ (c) Concept of Brotherhood, The Islamic conept of brotherhood 
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military power of the State. 


damage to individual liberty; Socialism in comprehensive planning — 
; Fascism in militant © 
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distinguishes Islam from other social systems in moral, social and 
economic spheres of life. In the moral sphere, it is ‘‘salat’’ (prayer) 
which plays a decisive role. The prayer in Islam finds expr 


in many ways. [he most important is the one known as 
m0! 


which comprises five daily services. The service is led by on 
the congregation preferably the one who possesses the be st un 
standing of the Our’an. There is no priesthood or anything corres- 
ponding to ordination or taking Holy Orders in Islam, Every 
Muslim is, or should be, competent to lead a congregation in the 
service. 

In other words, ‘‘salat’’ places everybody—trich and poor 


high and low, king and beggar—on an equal footing. In fact! 
“‘salat’ teaches us man’s equality to man, his dignity and his 
value. This vision is a part of the Islamic faith. Because in the 
the worshipper repeatedly returns to contemplation of t} 

imploring Him to guide and direct his life and 
This repeated effort made in the 


‘fsalat”’ 
Majesty of God, 
effort along beneficent channels. 
right spirit, humility and sincerity must leave its impress on the 

mind and soul of the worshipper and cleansec him thoroughly of 

all dross. The Qur’an says that the “‘salat’’ purifies a worshipper 

and washes him clean of all evil and misbehaviour (xxix. 46). 

The Prophet has said: “If a person has a stream of pure water 

running at his doorstep and washes himself thoroughly in it five 

times a day no impurity would even approach him. Remember, 
the salat is such a stream.” 

Thus “salat” is fruitless if it does not bring the mood and 
temper of voluntary submission to the demands and dictates of 
genuine social welfare. [his contribution of Islam towards devel- 
oping the concept of brotherhood from the moral standpoint is 
practically absent in Communism, Socialism, Capitalism, and 
Fascism, for some reason or other. It is absent in Communism, 
because Communism which is anti-religion stresses more on 
material progress in life and uproots all feelings of brotherhood 
from the minds of the people. It is absent in Capitalism, because 
Capitalism like Socialism limits the scope of religion and morality 
within the four corners of the church. The dynamic interplay of 
spiritual and secular institutions is not found either in a capital- 
ist or socialist society. It is absent in Fascism, because Fascism 
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in the State which is an end in itself and not a means to .an 
end. Therefore, it negates all feelings of fraternity from the minds 
of the individuals, 

‘Secondly, in social sphere the Islamic concept of athena 
springs from spiritual renovation and not from social] surgery 
which is the sole weapon for ensuring social security under Com- 
munism, The Our’an says that Allah has divided mankind into 
tribes and nations for greater facility of intercourse. The true 
source of honour in the sight of God is a righteous life for the in- 
dividual irrespective of his membership in any race or tribe 
(xliv. 14). In his Farewell Address, the Prophet said :‘‘You are all 
brothers and are all equal. None of you can claim any privilege 
or any superiority over any other. An Arab is not to be preferred 
to a non-Arab, nor is a non-Arab to be preferred to an Arab.”’ 

- It is stressed that true brotherhood can be established only 
by virtue of man’s relationship with one another through God. 
While stressing upon showing due kindness and proper affection 
toward children and other member of the family, the Qur’an lays 
great stress on kindness toward neighbours (iv. 37). The Prophet 
emphasised on many occasions the duty owed to a neighbour, 
saying : “So repeatedly and so much has God impressed upon me 
the duty owed ‘to a neighbour that I began to think that a 
neighbour might perhaps be named an heir.’’ In the same way, 
the needy and the wayfarer must be looked after (iv. 37). Orphans 
have been made the objects of particular care. The property 
of the orphan’ should not be dealt with to his prejudice by ex- 
change or by ‘being held in common with the ee off the 


guardian (iv. 3). 
Thus it follows that all men, rich and poor alike; must aid 


-_ —-_—o oo _—e— 


one another materially and personally ; ; the rules vary in details 
but ‘they maintain: the principle of universal mutual aid in the 
Muslim fraternity. This fraternity is absolute and comprises men 
of all colours and of all races : black, white, yellow, all are sons of 
Ada am by the flesh and all carry in them a spark of the Divine 
pe tt Everyone should do his best to see to it that this spark i is 
no extinguished, rather developed to that full companionship on 
High which the Prophet saw clearly awaiting him on his death- 
bed. It is impossible i in Islamic society to reduce man in the name 
of Islam to the kind of degradation to which we find whole races or 
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castes condemned in many non-Islamic societies. ‘‘There are no 
parallels in Islam tothe programme which characterised the his- 
tory of Europ: in the Middle Ages. Nor will there te found in the 
chronicles of even the worst Muslim ruler any instance of the kind 
of bigotry and race hatred which has darkened the history of modern 
European imperialism. Islam can claim both in the light of the 
Ouran and the Sunnah as well as the practices of Muslim govern- 
ments to have been able to solvethe problem of race prejudice far 
more effectively than any system or philosophy, ancient, mediaeval 
or modern, known to man. That this is no mean achievement wil! 
be appreciated by those who are aware how even in the most ad- 
vanced countries periodic outbursts of irrational racial hatred con- 
tinue to meance human life.’’ 

Thus Islam aims at merging all sections of society into a 
single community so that all persons may feel themselves to be 
members of the same family. Thus Dr Dhalla in this book Our 
Perfecting: World, says: ‘‘Muhammadanism alone, among the re- 
ligions of the world, has remained free from colour bias.... It 
welcomes.all converts with open arms, whether they are negroes 
or pariahs: Without reserve it accords them their rights and pri- 
vileges and receives them into its social circle as much as into its 
religion. It excludes all barriers of birth and colour and admits its 
convert within the community on the basis of complete social 
equality.” 

Again, in his book Authors of History, H.G. Wells observed ; 
‘‘The stress of creed and class and the practical domestic brother- 
hood of Muslims has made the faith one of the greatest forces of 
the civilized world today.”’ 

In the social sphere also, true brotherhood cannot be developed 
under Communism, Capitalism, Socialism and Fascism. Because 
Communism stresses mere technological advance in social affairs 
through class conflicts, the basis of which is hatred and not love. 
The.total erosion of all private initiative under Communism has 
resolved the individual in an unprogressive social welfare, Karl 
Mannheim, in his Diagnosis of Our Time, says, ‘‘If there is a les- 

son to be learned from the experiments of the totalitarian states, 
it is this: that ruthless regimentation leads to the ensalvement 
of the citizen and the mechanistic concept of equality defeats 
itself.’". We find the same regimentation in varying degrees both 
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under Socialism and Fascism. In the first case it is in the name 
of welfare of the masses and in the latter case it is in the name 
of the State. Therefore, these social systems cannot help develop 
true brotherhood of man. Again, in capitalistic society we find 
not only landlords and landless masses living side by side but 
also an obnoxious distinction between man and man on the basis 
‘of race and colour and creed. The racial conflict of U.S.A., the 
apartheid policy of South Africa, Rhoedesia’s minority rule, are 
some of the living testimonies to the fact. I wonder how the con- 
cept of universal brotherhood can be developed in such society. 
In the economic sphere. the uniqueness of the Islamic concept 
. of brotherhood lies in the fact that Islam abrogates all anti sccial 
| economic activities which are not conducive to communal wel- 
— fare. Thus all monopoly and speculative businesses are prohibited, 
because all these are opposed to beneficence and take the advan- 
tage of the need or distress of their fellow-beings. Hoarding is 
condemned, because it puts wealth out of circulation and de- 
prives the owner as wel) as the rest of the community of its bene- 
ficent use. Again, by condemning interest, Islam has not only 
helped expanding production and employment but also placing 
the culture of brotherhood on a firm footing, because human 
brotherhood and sympathy evaporate when interest is charged 
for loans of money. Positively, the payment of Zakat has been 
made a vital part of the Islamic faith. The spiritual discipline 
inculcated by “‘salat’’ would lose its practical significance if Mus- 
lims do not pay Zakat to root out economic and social injustice. 
Moreover, in carrying out legitimate economic activities, it is 
stressed that all contracts, whether involving large or sm 
amounts, must be reduced to writing setting out all the terms 
agreed upon fairly and as a further precaution it is’ laid down 
that if the person on whose behalf the liability is undertaken is 
a minor or of unsound judgment, then his guardian or the per- 
sons representing his interest should dictate the terms of the 
contract (ii. 283). The point is that in all economic activities 


permitted by Islam there should not be an iota of exploitation — | 


or unfair dealing which may ultimately stand in the way of true 
human brotherhood. Islam recognises that absolute equality ap 
economic terms is likely to remain a wholly unattainable object ; 

what it has sought to prescribe is a system which, if ioliowhd 
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strictly, reduces to a minimum the danger of one individual o1 
group exploiting another and perpetuating the exploitation as we 
find in the case, of Capitalism. This is probably far more impor- 
tant that the erection of a system aiming apparently to enforc: 
absolute economic equality but actually ending in the thwartin; 
of. basic human impulses is the case of Communism and Socialism, 
“Economic egalitarianism in many countries today has led to 
the development of cults.in which one single individual is elevat- 
ed to the rank of divinity. This results in the degradation of 
human dignity, the: debasement of man’s self-respect.’’ Thus in 
the economic ‘sphere also, we cannot have true brotherhood of 
man under Communism, Capitalism, Socialism and Fascism. He 
cannot have it under Communism, because economic progress 
under Communism is not only a record of class conflict and ruth- 
less suppression of one group by another. but also total erosion of 
individual freedom and liberty. The individual’s feelings, his 
mental and moral faculties;are submerged in his function as an 
economic, tuol. We. cannot have it under Capitalism, because 
Capitalism is the climax of economic pursuits which are not 
subordinate to the ethical discipline of religion. Therefore, all 
anti-socialeconomic activities like monopoly, speculative business, 
hoarding, etc.,,which are not prohibited under Capitalism in the 
name of individual freedom negatives the culture of brotherhood, 
Again, we cannot-.have it under Iascism, because Fascism charges 
the State with the task of social and economic planning. It does 
favour the notion, of forced conformity.in the name of the State. 
When an individual] is denied the reasonable exercise of his God- 
given faculties, when he cannot influence the policies or change 
the personnel sitting astride the executive machine, when he has 
perforce to fall in line» with what the ruling oligarchy decides 
and prescribes, he ceases to be a national being ; the question of 
brotherhood. of man does not, therefore, arise under Fascism. In 
the economic sphere, if there is any similarity between Islam and 


other ‘‘isms,’’ it is with Socialism minus its ruthless curb on 


individual initiative and drive. 
Now we would take up *the comparative analysis on: the 


basis of principle of co-existence. 


(d) Co extstence, Unlike anyother ‘‘ism,’ the basic principle 


of co-existence owes its origin to the Holy Quran and the Sunnah, 
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While the Holy Qur'an commanded the Muslims to work wholly 
‘for peace (ii. 209), the Prophet himself exhibited this principle 


of the Qur’an through his action and deeds. 


Thus the Muslim greeting in all parts of the world is: “Peace 
be on you, and the mercy of Allah and His blessings.”” Every 


pursuit and activity which has the tendency to disturb the peace 


is severely condemned. ‘Do not promote disorder in the earth 


after peace has been established”’ (vii. 56-57) ; ‘‘Do not go about 


‘committing iniquity in the earth and causing disorder’ (vii. 75 ; 
xi. 86 ; xxix. 37) ; 


‘‘They seek to create disorder and Allah loves 
not those who create disorder’ (v. 65); ‘‘Seek not to create dis- 
order in the earth. Verily, God loves not those who seek to create 


“disorder” (xxvill, 78). 
Thus all possible factors which tend to! disturb peace and 


order are strongly condemned by Islam. Domination of one group 
‘by another in the domestic sphere or’of one people by another in 


international sphere or economic exploitation of any form which 
may develop into a threat to peace is strictly prohibited. The 
Qur'an says: “Do'not raise thine eyes covetously | after: that 


which We have bestowed on some groups, to enjoy for a period, 


of the ornaments of this life that We may try them thereby—the 
‘provision bestowed upon thee’ by thy Lord is better and more 


yoy (xx. 132). oi riglel ju Benemmeb 

- Again, many an internaditiaal conflict arises because Sette 
divergence between proclaimed intentions and policies: and actual 
practice and conduct as we find in ‘the case of India’s forceful 
“occupation of Kashmir in spite of her ‘Weepe cit in the UNiO, 


in 1949 to hold a fair plebiscite.” ‘aniivliavel 
A true Islamic State ICRI behave’ in such a manner. f 


say stints you do not : most se eet is it in the cur of Allah 
that you say what you do not”’ (Ixi. 3-4). On the other hand, it — 
warns against indulgence in undue suspicion of other people's 
‘motives and against seeking to discover pretexts for différences — 
and disagreements, as this might result in much harm. Even hos- 
‘tility toward a people should not incite a Muslim‘or the Muslim 
‘community or the Muslim State to act unjustly ‘or inequitably 


——..- 


‘toward them. “O ye who’ believe! ‘be steadfast in’the cause of 
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Allah, and bear witness in equity, and let not a people’s enmity 
toward you incite you to act otherwise than with justice. Be 
always just, that is, closest to righteousness, Fear Allah. Surely, 
Allah is aware of what you do”’ (v. 9). 

No doubt, Islam takes note of the diversity that exists among 
nations and peoples, but ‘‘inasmuch as God’s sovereignty extends 
over the whole universe, the ultimate ideal of a State in Islam js 
a universal federation, or confederation, of autonomous States. 
associated together for upholding freedom of conscience and for 
the maintenance of peace and co operation in promoting human 
welfare throughout the world.’ 

In fact, the Islamic attitude towards idolatry, in spite of its 

uncompromising stand on the unity of God, is indicative of the 
firm Islamic faith in the principle of co-existence. The principle 
is that even false doctrines and unsocial and destructive ideas, so 
Jong as they are believed in and adhered to, must be taken into 
account as having an appeal to those who entertain them; all 
conduct which is likely to cause provocation should be avoided 
(viz 109). This toleration is a unique contribution of Islam in the 
domain of international relations. ‘‘A Muslim does not differentiate 
the secular from the religious and he is required to allow others 
to follow the dictates of their conscience. Such is the seminal 
demand of Islam. Islam does not merely tolerate but fully recog- 
nises the co-existence of other faiths in the political State evolved 
by it.’ The manifestation of the principle of co-existence we find 
in Islam has no counterpart in any other existing ‘‘ism’’. It is 
absent in Communism, because Communism believes in world 
revolution through material progress and it is virtually nationalistic 
in practice. This undue emphasis on material welfare will, | am 
sure, increase human greed and destructive ambition, [his greed 
at the national level means clash of interests with other nations 
resulting in international chaos and conflict. 

It is conspicuously absent in Capitalism, because Capitalism, 
in its drive for unrestricted ownership of means of production and 
private profit, ultimately leads tc Imperalism which resulted from 
the need of markets for finished goods and raw materials for indus- 
try. Thismeans a naked exploitation of a poorer nation by aricher 
one. Under Capitalism this exploitation is there either in the name 
of financing poor nations’ development programmes or in the name 
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of “enlightened self-interest’. Whatever argument we offer for 
Capitalism in this regard, the fact remains that this inevitability 
of Imperialism is the negation of the principle of co-existence. 
Clearly, militant nationalism under Fascism cannot at least give 
this world of conflicting ideologies a lesson for co-existence. Even 
under Socialism we cannot have the principle of co-existence fully 
manifested because the motive force of Socialism is social service 
to the utter neglect of the motive for private profit and incentive. 
On the face of it, this may appear to be an ideal but they are not 
workable and practical. I wonder how the principle of co-existence 
can find its fullest expression and manifestation under such social 
systems, 

(e) Concept of Sovereignty. Islam differs fundamentally facia 
all other systems with regard to the concept of sovereignty. In 
Islam sovereignty in all matters belongs to Allah and to none else. 
It does not belong to the monarchs nor to the State nor even to 
the people. The people are the trustees of that power, that is, 
sovereignty. They are sovereign in their own way as the capitalistic 
and socialistic systems hold: Like Capitalism, Communism does 
not believe in the sovereignty of God. The Western. democracies 
of the capitalistic societies believe in the so-called sovereignty of 
the people. Again,sovereignty under Communism is the sovereignty 
of the proletariat to the reglect of the wishes of the non-proletariat. 
Lastly, Fascism believes in the sovereignty of the State which is, 
to them, an end in itself, not a means to an end. The Islamic | 
concept of sovereignty is superior to all these existing systems at 
least in two ways: firstly, its superiority lies in its belief in God 
and its fear of violation of the moral code of life given by God in 
the Holy Qur’4an—a code which can also bring harmony among 
the conflicting requirements of the material life. This fear of God 
is expected to keep the Islamic governments always within the 


borderline of democracy and justice in the real sense of the 
-terms. Because of the ultimate sovereignty of God, Islamic democ- | 
‘tacy is more than a people’s democracy or proletariat’s democracy. 


As physical (personal) charm decreases, the mental hold on the 


‘people also starts slipping. As Allah is not to be seen, His hold 
remains firm for all timestocome, | 


Secondly, the Islamic concept of sovereignty is more. ‘clear 


‘and more simplesthan the concept of any other system. The 
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Western concept of sovereignty is unclear and vague, because 


there are scares of schools giving their own theories with regard to 
the mature, extent and location of sovereignty. Here the strife 
between monistic and pluralistic concepts of sovereignty is still 
going on. Again, this concept of sovereignty is also misleading 
partly because people cannot act as the sovereign powerand partly 
because people’s sovereignty cannot gurarantee people's welfare, 
as under Capitalism the will of the people is rarely the will of 
all the people. Again, sovereignty under Communism is confusing, 
because in theory it believes in the sovereignty of the people but, 
in practice, it believes in the sovereignty of the proletariat sup- 
pressing the individual freedom of thought and conscience. The 
Fascists’ concept of sovereignty of the State was so abstract that 
the individuals for whom the State exists lost their identity. 

But the Islamic concept of sovereignty, on the other hand, is 
very simple, clear, reasonable and convincing It is in consonance 
with the mature of things, with the place of mankind in the 
universe, with the position of individual, in:society and aims of 
moral, economic and political life’ eyolved by it. 

In fact, the original polity of Islam was republican democracy 
where the head of the State—Khalifah or Amir—was chosen by 
the consensus of the citizens. He was the first citizen of the State 
but with no special privileges, being subject to all laws of the 
realm. He was a constitutional head of the State, not a dictator. 
He should be obeyed ‘as long as he follows the principles as laid 
down in the Holy Qur’an and the Sunnah. 

The moment he starts disregarding any principle of the Holy 
Our’anand the established Sunnahof the Prophet the people have 
every right to disobey him. Herein lies the role of opposition in 
an Islamic State. In his first address Hadrat.Aba Bakr said: 
“‘Obey me as long as I obey God and His Prophet. In case I dis- 
obey God and His Prophet, I have no right to obedience from 

you.”’ This opposition, of course, Has to be political, not ideo- 
logical. In an Islamic State there cannot be ‘‘party loyalty”’ as 
such. If truth lies on the opposite side, one must acknowledge it. 
Therefore, parties in an Islamic State must be radically different 
from those we see in Capitalism, Communism and Fascism. The 
Western democracy of thecapitalisticcountries believes more in the 


so-called ‘‘party loyalty’’ rather than in truth and justice, Thus if 
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truth lies on the opposite side, the other party will not normally 
acknowledge it as such, This is true even in the case of the most 
highly developed democracy of U.K Like Fascism, Communism 
believes in what the Communist Party says. “‘My party—right or 
wrong’’ is the slogan-of Communismeas well as Fascism. 5 
_ > Again, that all men are equal in the eye of A‘lah is a gift of © 
Islam to humanity. There is nothing original in the modern theory 
of the ‘‘rule of law’’. By guaranteeing the security to life and pro- 
perty, Islam taught all the modern constitutions a basic moral 
code, By rejecting the marrow concept of nationality, Islam 
attacks the very root of present-day conflicts, dissensions;and 
strifes, and shows a way out to the Communists in their present 
conflict within their body politic. The Western democracies re- 
cognise the individual and gives him right to frame laws for his 
own good but that right is only ‘‘indirect”’. By the time the wills 
and the wishes of the millions are translated into a legislation, 
they become ‘“‘the degenerated wisdom of two hunderd asses,’’ The 
Communist democracy prescribes some’ birthrights to the. indi- 
vidual but controls his brain, The individual has the right to vote 
but the Government can, be changed only by revolution and not 
otherwise. | . Hare | 
»/p While: Communsim calls aaskeral ee amaeas as. ee 
-where directly or indirectly capital governs and the labour, is. ex- 
ploited, the Western Capitalism calls Communism or the so-called 
“Socialism as totalitarianism where power capitalism and domina- 
tion of one party have deprived the individual of the fundamental 
tights. Islam is neitber Nazism nor Fascism, neither plutocracy 
‘nor totalitarianism It is humanitarianism) and, internationalism. 
It guarantees full liberties) of speech and action to all its members 
‘belonging to different religions, races, colours, languages, classes 
and castes, Here any exasperated majority does not inflict per- 
secution on its minorities in the name of national security. In 
van Islamic State neither capital goyerns nor is labour, exploited, 
“nor are individuals deprived of their, basic human. rights. It,issa 
democracy only in| the sense: that. all people irrespective of race 


-andicreedare regarded equal before.the law. The citi : 


isto reach the goal of social justice and, public welfare: -rmete 
» > Again, the minorities are a sacred, trust, in the Islamic. aie 
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they are at a more advantageous position than the Muslims, 
because they enjoy the same privileges as Muslims without dis- 
charging obligations enjoined upon Muslims. Moreover, in the 
Islamic State the minority is not at the mercy of the majority, be- 
cause the majority is not empowered by the Holy Qur'an to frame 
any and every law not conducive to the welfare of the entire 
population irrespective of their faith, colour and creed. 

Under Western democracy we find that the fate of the 
minority is entirely dependent on the whims of the so-called 
majority whocan make any laws excepting ‘‘making a man a woman 
and woman a man’’. Not only this, we find a gloomy picture of 


persecution and victimisation of minorities on the basis of colour 
and race under the garb of Western democracy. John Strachey, in 
his book Menace of Fascism, said : ‘‘Freedom in capitalist society 
always remains just about the same as it was in the ancient Greek 
Republics, freedom for the slave-owners. The modern wage-slaves 
owing to the condition of capitalist exploitation are so crushed 
by want and proverty that democracy is nothing to them. Politics 
is nothing to them; that in the ordinary course of events, the 
majority of the population is debarred from participating in 
social] and political life.’”” The same victimisation of majority under 
Communism is there in the name of ideology and class conflict. 
Again, inthe name of glorification of the State we find presecution 
of the minority under Fascism. In a sense Communism and 
Fascism are the obverse and reverse of the same coin. But Islam 
is not, because both Communism and Fascism are social titan- 
ism. Man is liquidated in society. He is made to devote himself 
to super-personal ends for the greater glory of the communist 
society. But when man finally ceases to exist as an independent 
entity, the society he is out to build up will also come to an end. 
This is a deep contradiction in itself. Considering all these points 
it is tempting to conclude that the Islamic principle of social sys- 
tem, of which principle of pure religion a part has got its appeal 
to humanity of all ages. Many of the social malices of the present 
world of conflicting ideologies are bound to disappear if we imple- 
ment the universal principles of Islam into our socio-economic 
systems. Dennis Saraut in his History of Religions writes, ‘‘Moham- 
madanism is not unequipped for survival in the modern world, 
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Its great principles are simple and rational.’ But the fundamental 
problem before the Muslim States is how to implement these 
«great principles’ into the existing social set-up based on ex- 


ploitation in verying degrees. 


2 Waats and Islamic Order of Priorities 
of Private Ownership in Islam 


6. Concinssons 


ncinle of Consumption in Islam 
‘c Injunctions on I’ood 


Chapter LV 
CONSUMPTION AND PRODUC LION IN ISLAM 


4. Priawinle of Production : Economic Welfare 


5. Ce 


on fy 


AVION 
. - 


e 
7 
= bes 
z 3 
i= 
a Secs 
~~ wn 
ce See eee 
Oa 8 880 
- a2" arr we Gy te 
— —_ aly f= Urey 
SH ign (22) Ow Sco 
~ © os CO. Of ew 
= oA att 1h a 
a oho: & 
Ss eS aug = 
Oe Ep BS ORS 
Az & w «> 
< =) (=p te) 
aes 8S sg 
SG 8 eof ss: 
is Onan & 
3 ee Oy 
eat) 6a, he 
a 2 oO Cane 
st. 8 Geo se 
ee 
> ] -_ 
Zz SSeS 2a 
a rS) 
S AS4EeaSS 
FANG EUS 


| hehe. 
OO . .'. ” 


> © 

~ 
ee 
’ , . ‘ ' 


(Fast) a certain number of days; and (for) him who is sick 
among you, or on a journey, (the same) number of other days - 
and for those who can afford it, there is a ransom: the feeding 
of a man in need —but whoso doeth good of his own accord, it js 
better for him ; and that ye fast is better for you, if ye did but 
know. 

—al-Qur'an, ii. 184 


Muslim Law brands as a form of squandering any consump- 
tion of wealth not required by real use. In its eyes, prodigality 
is a form of mental disease; It insists on moderation. 


—D, de Santillana, The Legacy of Islay, 


1, Principle of Consumption in Islam 


Consumption is to demand as production is to supply. The 
consumer's wants, present and anticipated, are the chief incentive 
for his own economic activities. They may not only absorb his 
income but also give him an incentive to increase it. This implies 
that the discussion of consumption is primary and that only as 
economists demostrate an ability to understand, and explain the 
principles of both production and consumption, can they be con- 
sidered competent to develop the laws of value and distribution 
or almost any other branch of the subject. The difference be- 
tween modern and Islamic Economics in respect of consumption 
lies in its approach towards satisfaction of one’s wants. Islam does 
not recognise the pure materialistic bent of the modern pattern 
of consumption. 

_. The higher we go in the ladder of civilisation, the more over- 
shadowed become our physiological wants by psychological 
factors. Artistic taste, snobbish limitation, exhibitionist impulses 
—all these factors play a more and more dominant role in deter- 
mining the concrete outward form of our physiological wants. In 
a primitive society, consumption is very simple, because wants 
are also very simple. Modern civilisation, however, has destroyed 
the sweet simplicity of our wants The materialistic civilisation 
of the West seems to take a peculiar delight in making our wants 
more and more varied and numerous and a man’s economic well- 
being is almost sought to be measured by. the varied character 
of his wants which he tries to satisfy by means of special efforts. 
This outlook onjlife and progress is in striking contrast to the 
Islamic. conception of values. ‘The ethics of Islamic Economics 
sought to reduce man’s present excessive material needs in order 
to release human energy for spiritual pursuits. Inner develop- 
ment, rather than outward expanson, was held out to be man’s 
highest ideal in life, The modern Western spirit, while not 
deprecating the need for inner perfection, however, seems to have 
shifted the emphasis to the amelioration of the material con- 
ditions of life, Progress now means higher and higher standards of 
living which imply a progressive enlargement of wants, increas- 
ing discontent and dissatisfaction with things as they are and a 
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passionate yearning aiter higher and higher levels of consump- 
tion. from the modern point of view, then, the progress of a 
community is judged by the character of its materia! wants, 


2. Islamic Injunctions on Food 


With this general statement, we may now proceed to a fur- 
ther analysis of [slamic injunctions on consumption which, I am 
afraid, are guided by five principles : 

(tz) Principle of righteousness 

(1) Principle of cleanliness 

(ttt) Principle of moderation 

(1v) Principle of beneficence 

(v) Principle of morality 

The first rule regarding consumption is contained in this 
verse of the Holy QOur’an: ‘‘O men, eat the lawful and good 
things out of what isin the earth” (ii. 168). This condition 
carries the double significanceof earning lawfully and not having 
been prohibited by law. 

In the matter of food and drink the prohibitions are : blood, 
the flesh of an animal that has died of itself, the flesh of swine, 
and the flesh of an animal on which the name of other than 
Allah has been invoked meaning thereby sacrifices made to 
idols or other gods, and offerings to saints or any being other than 
Allah (11. 174; v. 4). The first three categories are prohibited be- 
cause they are harmful! to the body, and that'which is harmful to 
the body is necessarily harmful to the spirit. The last prohibition 
relates to something which is directly harmful morally and spiri- 
tually, inasmuch as it amounts to association of others with God. 
A. relaxation is made in the case of a person who is driven by 
necessity and to whom no other means of sustenance and nourish- 
ment is for the time available. He may partake of a prohibited 
article of food, using only that much which he considers neces- 

sary for his immediate need. 

The second condition laid down both in the Holy Our’an and 
the Sunnah regarding food is that it should be good or fit for eat- 
ing, not unclean or suchas offends the taste. Therefore, not all that 
is permissible may be used as food and drink in al] circumstances. 
Of all that is permissible only that may be used as food and drink 
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which is clean and wholesome. The tradition of the Prophet (be 
peace on him) alsoruns that cleanliness in all respects is half of 
our ‘‘Iman”, Salman reported, the Messenger of Allah (be peace 
on him) said : ‘‘The blessing of food is washing of hands before it 
and washing of hands after it’ (Tirmidhi ; Mishkat, 20). Moreover, 
the Prophet has instructed that drink and food must not be blown 
into and must be covered, It is related on the authority of Abu 
Qatadah who said : The Messenger of Allah (be peace on him) said, 
‘When one of you drinks, he should not blow into the vessel” 
are 4218). ite 
_ Again, Jabir reported Abi Humaid brought. a cup of milk, 
fron Naqi. The Messenger of Allah (be peace on him) said to him; 
“Why didst thou not cover it ? Thou shouldst have placed a piece 
of wood: on it’? (Bukhari, 74: 11). Again, it is related on the 
authority of Jabir who reported: The Messenger of Allah (be peace 
on him))said : ‘‘When you go to sleep; put out the lamp and shut 
the doors and cover the food and drink’’ (Bukhar], 74: 21). In 
the light of these hadiths the importance of cleanliness can hard- 
ly be overestimated. 
. . Tne third principle governing the condlaatiog man in. respect 
of food and drink is moderation which also implies that,no food 
should) be, used to excess. The Qur’an says: ‘‘And eat and drink 
and be not immoderate, for He does not) love the _immoderate”’ | 
(vii. 31): Again’: “‘O' you who believe | do not/forbid yourself the | 
good things which Allah has 3 he nabs lagi hp andbdp — 
exceed the limits’’ (v. 87), ds Pik 
The singnificance of these verses) lies in the. fact. that pe 
underfeeding affects the build-up of mind and body, so. does also 
the overloading of the stomach. Self-denying practices by which 
a man deprives himself of certain: kinds of food are’ expressly, 
denounced in Islam. 4 Biss, 
| The fourth’ principle: is. the: principal sei beneficence;. Thus, | 
subject to Islamic injunctions’ there is neither harm nor sin-in 
eating and drinking of the good things provided by God out of 
His beneficence, s» long as the objective is that life may be sus- 
tained and health promoted for the purpose of carrying: out God’s 
will through firm faith in the guidance that He-has. provided, 
and righteous action in accordance therewith, which ensuresicon- 
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formity to all His commandments (v 94). Here, then, is a grada 
tion which is elastic and takes account of the immediate as well as 
the ultimate purpose of food and drink. That which is on the 


whole harmful! is prohibited altogether. 
An intoxicant cannot, therefore, be used even in smal] 


quantities unless, of course, it is used as a medicine to save life 


for which purpose the Holy Qur’an expressly allows the use of pro- 


hibited foods : ‘‘Whoever is driven to necessity not desiring nor 
i, 136). 


exceeding the limit, no sin shall be upon him” (ii. 173 ; vi 
The last, not the least, principle regarding consumption is the 


eondition of morality. Not:only the immediate purpose of food 
and drink but also the ultimate purpose, namely, the promotion 
of moral! and spiritual values, must be:kept in view. A Muslim is 
taught to start taking food with the mention of the name of 
Allah and to give thanks to Him»after having finished it. He 
thus feels the Divine presence when satisfying his physical 
desires. This .is significant’ because Islam stands for happy blend- 
ing of material and spiritual values of life. 

All intoxicants are also prohibited. It is recognised that some 
people may derive’some pleasure or advantage from the use of 
liquor or other prohibited articles, but such use is prohibited 
because the harm-that it might do is greater than any pleasure 
or advantage that might be derived from it (ii. 220), The prohibi- 
tion, however, is clear and total (v. 91). The Qur’an points out 
that indulgence in liquor tends to create dissension and enmity 
and that people who indulge in it are liable to neglect prayer and 
the remembrance of Allah (v.92). 

Again, in the month of Ramadan, during the period of fasting 
there is abstention even from that which is lawful and permissible 
food and drink, which sustains life; and marital intercourse, which 
promotes thecontinuance of the species. It is a symbolical pledge 
or covenant thata worshipper enters into, signifying that if in the 
course of this ‘duty of submission to the will of God he should be 
called upon to put his'life in jeopardy or to sacrifice the interests 


of his progeny, he would not hesitate to do so. 


Wants and Islamic Order of Priorities 


It is customary to classify human wants under three headings 
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necessaries, comforts and luxuries. 
- Necessaries” usually include all things required to meet 


wants which must be satisfied. 
“Comforts” may be defined as commodities the consumptio” 
of which adds to the deficiency of the worker but not proportion: 
ately to the costs of such commodities. 

ms Lastly, “luxuries” refer to commodities and services the 
consumption of which does not add to one’s efficiency and might 
conceivably diminish it. Costly dress and ornaments, expensive 
motor cars, costly furniture, palatial buildings, a large array of 
domestic assistants and sap Duheeith these constitute luxuries 


for most people. 
Now the question arises as to the order of priorities of wants 


in an Islamic State and whether an Islamic State should encourage 
the production of luxury goods under the present scheme of 
circumstances. 
Be As regards the order of priorities, the Islamic injunction on 
food and drink should be the guiding principle which has already 
been discussed in some detail. As to the second question, whether 
an Islamic State should encourage the production of luxury goods 
under the present capitalistic social framework of the Muslim 
countries, our answer will have a relative validity. One school 
of thought opines that Muslim States, even under the present 
circumstances, cannot encourage the production of luxury goods 
simply because consumption of luxuries is economically wasteful | 
and its consumption does not add to one’s efficiency ane Bile 


rather diminish it in certain circumstances. 


| Viewed positively, it is, they say, socially i injurious in n that it. 
absorbs many factors of production in wasteful occupations 
which, if they could be released from their present peck e C 
might help to add considerably to the stream of useful goods anc 
seEviCes, 

The above line of reasoning, however, is not as sound as ie 
seems to be. It neglects the vital fact that all employment de-— 
pends upon the state of Effective Demand and that it is impos- ; 
sible to add to the existing stream of necessaries and comforts — 
unless steps are first taken to divert the surplus purchasing power 
now in the hands of the few rich into the pockets of the: many ‘ 
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poor. The mere prohibition of the production and consumption 
of luxury goods, unaccompanied by a scheme of planned redistri- 
bution of wealth and income, is not at all likely to ease down the 


economic problem for,the masses. It is more likely to add further 
At present, under the. capitalistic 


and distressing complications. 
system of almost all the Muslim countries a disproportionately large 
part of the total volume of purchasing power remains concen 
trated in the hands of the rich. The demand for luxury goods on 
the part of the rich js;thusa big constituent of the total Effec- 
tive Demand for society as a whole. If, therefore, the consump 
tion of luxury goods is prohibited,—and nothing is done to make 
the rich less rich and the poor less poor—unemployment is bound 
to. ensue on a large scale and the poor would become poorer still. 
If the consumption,and, therefore, the production of luxury goods 
ceased altogether, the released factors of production would just 
swell the existing volume of chronic involuntary unemployment; 
they would not find their way to new and more useful channels of 
employment. The traditional view that the. ‘‘released”’ factors of 
production would be automatically absorbed in more useful} lines 
of employment rests on the assumption of perpetual or at Jeast 
long-run Full, Employment, an assumption for which there, is 
apparently no empirical justification. 

It follows that the consumption of luxury goods.is not al- 
together economically wasteful. Its validity isrelative only to the 
existing capitalistic structure of Muslim countries characterised as 
it is by glaring inequalities of wealth. In almost all the under- 
developed Muslim countries monopoly element is in existence in a 
varying degree in almost all sectors of the. economy. Therefore, if 
the economic order is changed and a more equalitarian system 
of economic society based on Islamic values. is established, the 
factors of production, at present employed in luxury goods indus- 
tries, would be automatically diverted to the production of use- 
ful commodities for which the Effective Demand will then be 
very high. 

To my mind, prohibition of consumption of luxury. goods in 
the Islamic economic system need not be necessary simply be- 
cause nobody will find it worthwhile to produce such items for 
which no market exists. But itis the duty of the Muslim countries 


84 


: 
Get Wl SG 
rat ek Oe we eeer 
. , . 
ta? 


. 1 
(o.) 4) 2. 
‘ ‘ - 
Tea Bal % 


Consumption and Production i in Islam 


a}: 
to create an environment where a deep sense of moral responsi- 
bility. « develops among the people.. In the transitional period 
Musli ‘countries may, if need be, take some coercive measures © 


fh the 1 larger interests of the society as a whole. 
ts 4. ‘Principle of Production c Economic Welfare 


The basic ‘principle of consumption already explained must 


be reflected in the productive system of an Islamic State. Because 
production means creation of utilities, just'as consumption is the 
destruction of the same. Production does not imply the physical 
creation of something out of nothing, since nobody can create 
matter. All that” man can do to'make things’ useful and service- 
able is said to be “produced’” in the economist’s sense. Now, we 
may confine ourselves to the discussion ‘of the principle of pro- 
duction very briefly. 

~The fundamental principle which i is to be kept i in view in the 
process of prodiiction is the’ manifestation of the Principle of 
Economic Welfare. Even in the capitalistic system there is a cry 
fot production of goods: and services based on the princi iple of 
Economic Welfare/ The uniqueness of the’ Islamic’ concept of ‘Eco- | 


nomic Welfare lies in the fact that it cannot ignore the broader 
considerations of the general welfare which involves in the ques- 
tion of morality, eduéation, religion and’ many other eniaeg.ain 
modern Economics, Economic Wellare is measured in terms Of 
money. As Professor Pigou says: ‘“Economic’ we Ifare may ‘be 


defined roughly as that part of wea that can be brought in if 


lation with the measuring rod of money. = Since modern Econo 
Welfare is materialistic in character, ‘it is necessary ‘to limit the 


scope of the subject-matter of the same. ae 
-* In doing this we are naturally attracted towards “that ‘/por- 
tion of the field in which the mefods « of science seem likely eed 
work to the best advantage. This they can clearly do when there is 


aor 


van 
present something measurable, on which’ ‘analytical machinery 


can get : — grip. The one obvious eee of measurement 
nquiry 


becomés restricted to that pare of bociaa ‘welfare that can be 
brought directly or indirectly in relation with’ the measuring rod 
of money. This part of welfare may be called Economic Weller 
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(Pigou). Under the Islamic system of production the concept of 
Economic Welfare is used in a mere comprehensive manner, Tg 
me, the Islamic « oncept of Economic Welfare consists in the ip. 
creasing of income resulting from the increase of production of 
only beneficial goods through the maximum utilisation of resources 
—both human and material—as well as through the participa. 
tion of the maximum number of people in the productive process, 
Thus, improvement in the productive system in Islam implies 
increase not only in income which can be measured in terms of 
money but also improvement in maximising our satisfaction at 
minimum efiorts keeping in view the injunctions of Islam op 
consumption. Thus in an Islamic State the mere increase in the 
volume of production will not ensure the maximum welfare of the 
people. The quality of the goods produced subject to the injune. 
tions of the Qur'an and the Sunnah must be taken into account 
in determining the nature of Economic Welfare. We should also 
take into account the unsatisfactory results which would ensue 
in connection with the economic develoy ment of forbidden food. 
stuffs and drinks. The prohibition of alcoholic drinks—sometimes 
mitigated, since the Hanafites tolerate alcohol and limit the pro. 
hibition of wine—has, however, had considerable repercussions op 
the culture of the grape-vine. In fact, in all the regions subject 
to the political control of Islam the high-quality vineyards dis. 
appeared. Grape-vine culture became essentially an occupation 
of the hill or mountain people. It became more or less absorbed 
into the Mediterranean polyculture and the local way of life, but 
it could never produce enough for regular normal export. From 
the plains it retreated into the mountains, from the fields to the 
gardens. Therefore, attempts should be made to produce goods 
as cheaply as possible and exploit resources—both material and 
human—so that full employment of the same can be achieved. 
Because wastage of resources in any form is condemned in Islam, 
Lastly, an Islamic State will not merely be interested in iacreas 
ing the volume of production but also in ensuring participation 
of the maximum number of people in the productive process. Jn 
modern capitalistic countries we find gross inequalities of imcom 
simply because the method of production is controlled by afew 
capitalists, Even many Muslim countries of the world are net 
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‘, criticism: It is the duty of every Muslim State to 
jee 0! able steps for the reduction of inequality of income 
| from concentration of productive powers into a few 
eo i has been Sought to be done through (a) adoption of 

ee of progressive taxation of incomes, (>) levy of death- 

ihe $93 on inherited properties at progressive rates, and (c) dis- 

tion of the proceeds of the taxes, mainly collected from the 

classes Via the provision of social services among the 
sections of the community. 

To sum up, the productive system in an Islamic State must 
pe guided by both objective and subjective criteria ; the objective 
aiteria will be reflected in the form of welfare which can be 

terms of money, and subjective criteria in the form 
of welfare which can be measured in terms of the economic ethics ‘ 
based on the injunctions of the Holy Qur’an and the Sunnah. 


5. Concept of Private Ownership in Islam 


The uniqueness of the Islamic concept of private ownership 
lies in the fact that in Islam the legitimacy of ownership depends 
on the moral sign attached to it, just as that of a mathematical 
quantity depends on the algebraical sign attached to it. Here, 
again, Islam proves Superior to Capitalism and Communism, as 
neither of them has succeeded in harmoniously setting the indi- 
yidual in a social mosaic. Private property is the life-blood of 


Capitalism. Its abolition is the blazing kernel of the socialistic 


creed. Unrestricted ownership of property under Capitalism can 


hardly escape censure for being responsible for the very gross 


maldistribution of wealth and income. Because the actual course 
of economic development, almost everywhere under Capitalism, 
has increased the power and influence of gigantic trusts, cartels 
and monopolies. This unrestricted ownership has made the rich 
ticher and the poor poorer. Here we find sovereignty of the con- 
sumers, the tyranny of the price system and quest for profits. 
Thus Professor Harold Laski, a noted British political scientist, 
has rightly observed : 7 EA DASE eG 
The present system of capitalistic production stands con+ 
demned from almost any angle of analysis. It is psychologically 
inadequate because for most, by appealing mainly to the motive 
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(Pigou). Under the Islamic system of production the concept of 
Economic Welfare is used in a mere comprehensive manner. To 
me, the Islamic concept of Economic Welfare consists in the in- 
creasing of income resulting from the increase of production of 
only beneficial goods through the maximum utilisation of resources 
—both human and material—as well as through the participa- 
tion of the maximum number of people in the productive process, 
Thus, improvement in the productive system in Islam implies 
increase not only in income which can be measured in terms of 
money but also improvement in maximising our satisfaction at 
minimum efiorts keeping in view the injunctions of Islam on 
consumption. Thus in an Islamic State the mere increase in the 
volume of production will not ensure the maximum welfare of the 
people. The quality of the goods produced subject to the injunc- 
tions of the Qur'an and the Sunnah must be taken into account 
in determining the nature of Economic Welfare. We should also 
take into account the unsatisfactory results which would ensue 
in connection with the economic development of forbidden food- 
stuffs and drinks. The prohibition of alcoholic drinks—sometimes 
mitigated, since the Hanafites tolerate alcohol and limit the pro- 
hibition of wine—has3, however, had considerable repercussions on 
the culture of the grape-vine. In fact, in all the regions subject 
to the political control of Islam the high-quality vineyards dis- 
appeared. Grape-vine culture became essentially an occupation 
of the hill or mountain people. It became more or less absorbed 
into the Mediterranean polyculture and the local way of life, but 
it could never produce enough for regular normal export. From 
the plains it retreated into the mountains, from the fields to the 
gardens. Iherefore, attempts should be made to produce goods 
as cheaply as possible and exploit resources—both material and 
human—so that full employment of the same can be achieved. 
Because wastage of resources in any form is condemned in Islam, 
Lastly, an Islamic State will not merely be interested in. increas- 
ing the volume of production but also in ensuring participation 
of the maximum number of people in the productive process. In 
modern capitalistic countries we find gross inequalities of income 
simply because the method of production is controlled by a few 
Capitalists, Even. many Muslim countries of the world are not 
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free of this criticism. It is the duty of every Muslim State) to 
take all reasonable steps for the reduction of inequality of income 
resulting from concentration of productive powers into a few 
hands. This has been sought to be done through (a) adoption of 
the system of progressive taxation of incomes, (b) levy of death- 
duties on inherited properties at progressive rates, and (c) dis- 
tribution of the proceeds of the taxes, mainly collected from the 
fticher classes via the provision of social services among- ae 


,Poorer sections of the community. 


- To sum up, the productive system in an Islamic State must 


“be guided by both objective and subjective criteria ; the objective 
‘criteria will be reflected in the form of welfare which can be 
‘measured in terms of money, and subjective criteria in the form 


of welfare which can be measured in terms of the economic ethics * 


based on the injunctions of the Holy Qur’an and the Sunnah. | 
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5. Concept of Private Ownership in Islam 


The uniqueness’ of the Islamic concept of private ownership 


lies in the fact that in Islam the legitimacy of ownership depends 
on the moral sign attached to it, just as that of a mathematical 
quantity depends on the algebraical sign attached to it. Here, 
‘again, Islam proves superior to Capitalism and Communism, as 
neither of them has sticceeded in harmoniously setting the indi- 
‘vidual in a social mosaic. Private’ property is the life-blood’ of 
‘Capitalism. Its abolition is the blazing’ kernel’ of the socialistic 
creed. Unrestricted ownership’ of property under Capitalism’ can 


ea escape ‘censure for being responsible "for ‘the very vie . : 
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of fear, it inhibits the exercise of those qualities which make for 
rich life. It is morally inadequate also, for it confers rights upon 
those who have done nothing to earn them and where these rights 
are related to efforts; this, in turn, has no proportionate relevancy 
to social value. It makes a part of the community parasite upon 
the rest ; and it deprives most of the opportunity to live on a 
human plane of existence. It is also economically inadequate be- 

cause it fails so to distribute the wealth it creates as to offer the 
necessary conditions of right living to those dependent on its 


processes. 
Again, Communism which has been organised on the basis of 


collectivism or State-ownership of everything believes in the liqui- 
dation of private property. While totalitarian planning guided by 
the concept of ownership of collectivism can help remove unemploy- 
y ment, maldistribution and many other shortcomings of Capital 
ism, it is not free from certain limitations of a serious character 
which revolve round the issue of incentives and the issue of 
personalliberty. Under Communism the actual course of economic 
development has reduced man to a machine. Similarly, Fascism 
ensures a bare livelihood to the individual, but it first destroys 
his independent entity by merging him in d2moniacally machanis- 
ed nationa] whole. The individual has to pay a heavy price for 


‘‘the mess of pottage ’. Ihe communists live for the ‘‘Proletariat 
and the fascists for the “‘nation’’.. They are symptoms of the same 
disease. But Islam maintains a balance between the exaggerated 


opposites not merely by recognising private ownership but also 
by securing the widest and most beneficent distribution of wealth 
through institutions set up by it and through moral exhortation 
This will be clearer if we explain the fundamental rule as well as 
eight specific rules of the Shari‘ah concerning the right of private 
ownership of property and the method of use of the same. 

Basic Rule, The Quran, the basis of. all Islamic laws, cate- 
goricaily states that absolute ownership of everything belongs 
to Allah alone (iii. 190). Man is simply the vicegerent of Allah 
on earth. This absolute ownership does not mean that Allah has 
created everything for Himself. The Qur’anic verse: ‘‘It is He 
Who created for you all things that are on earth’”’ (ii. 29) is 
pregnant with great significance. It emphasises that what Allah has 
created belongs collectively to the whole human society. Legal 
ownership by the individual, “that is to:say, the right of posses- 
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‘sion, ‘enjoyment and transfer of property is recognised’and safe- 
‘in Islam, but all ownership is subject to the mora] obliga- 
tion that in all wealth all sections of society, and even animals, 
‘have the right to share (li. 20). Part of this obligation is given legal 
‘form and is made effective through legal sanctions, but the greater 
part is secured by voluntary effort put forth through a‘desire to 
-achieve the highest moral and spiritual benefits for all concerned. 
‘In fact, this supplementing of legal obligations which sccure the 
‘irreducible minimum with moral obligations to be discharged 
‘through: volumtary effort runs through every part of the Islamic 


society.” 
Exght Rules of the Shari'ah, Let us now discuss in some detail 


‘the eight rules of the Shari‘ah governing private aja of 
property. | 
The first rule laid down by the Shari‘ah is that the non-use 
‘of property is not allowed in Islam. The Prophet (be peace‘on 
‘bim) is reported to have said that ‘‘the person who seizes land 
belonging to nobody would cease to have any right to such land 
if he did not reasonably exploit it after three years of posséssion.’’ 
‘This doctrine of ownership gathered momentum during the reign 
‘of the great Caliph ‘Umar whois said to have taken ‘back*some of 
‘the lands which the Prophet (be peace on Him) had given to Bilal 
‘ibn al Harith simply on the ground that he (Bilal) did not utilise 
‘all lands given by the Holy Prophet. Thus, impetus is given to 
the cultivation of wasteland. ‘A’ishah reported, the ‘Prophet i(be — 
-peace on him) said, ‘‘Whoever cultivates Jand which is not the 
_property of anyone has a better title to:it’’ (Bukhari, 412 15 
toslt The wisdom of this policy is quite obvious even ee 
Dbeeause in’ many Muslim countries vast ‘tracks of ‘agricultural 
land have remained uncultivated or unutilised “for we 
“mainly because of bad land tenure system. which has’ encouraged — = 
‘the growth of landlordism or'the like. Since the non-use of /pro- 
perty is wasteful and impoverishes the owner ‘as well as ‘the 4 
‘community as a whole, the’ Islamic State can intervene “and 
deprive’ them of ownership ‘to the extent of land remaining un- 
‘utilised. The State would pay compensation for this ‘dispossession 
‘only ‘where ‘property was acquired by lawful means, not wrong- 
‘fully, lf this policy is adopted, there might ‘be an increase in 
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agricultural production as a result of extensive cultivation. The 
food problem which is a standing puzzle for all the Muslim coun 


tries of the world may be solved to a great extent. 
The rule about continuous utilisation of property also applies 


to the method of utilisation. The teachings of Islam require that 
whoever undertakes a task must perform it in the best possible 
manner. If the owner utilises the property in a wasteful! and un- 
productive manner or if the people concentrate on acquiring a 
particular type of property to the neglect of other types of pro 
erty, industry or investment, or if there has been an unduly 
heavy concentration of wealth in the hands of a small section of 
the people to the detriment of the community as a whole, the 
Islamic State has the right to intervene to secure « balance 
of economic interests and activities. It is reported about Abi 
Umamah that he said, when he saw a plough and some other 
agricultural implements: ‘‘I heard the Prophet (be peace on him) 
say: This does not enter the house of a people but it brings 
ingloriousness with it’’ (Bukhari, 41 : 2). Here Maulana.Muham- 
mad ‘Ali observed, ‘‘This hadith, therefore, implies that a nation 
which gives itself up entirely to agriculture neglecting other lines 
of development cannot rise to a position of glory.” Islam stands 
not only for balanced growth but also for balanced distribution 
of wealth. In fact, the object of the Islamic economic system is 
to secure the widest and most beneficent distribution of property 
through institutions set up by it and through moral exhortation. 
Wealth must, according to the Holy Our an (lix. 8), remain in con- 
stant circulation among all sections of the community and should 
not become the monopoly of the rich. Ihe general rule is that 
property should be used at all times and used in a rightful way 
for one’s own benefit as well as for the benefit of the community. 
Payment of Zakat., The second rule of the Shari‘ah in regard 
to the conduct of the owner of private property is that he must 
pay Zakat in proportion to the. property owned. ‘‘Gold, silver, 
currency of any kind, agricultural produce, cattle, trading enter- 
prises and everything owned by.a man during his life is property’ 
for the purpose of Zakat. And everyone who does not have enough 
to satisfy basic needs, who cannot work, is ‘poor and. needy’ for 


the purpose of Zakat. And, finally, all that is directed tothe 
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benefit of the Muslims as a whole and not solely towards the 
satisfaction of personal needs is ‘in the cause of God’ for purposes 
of Zakat’’ (Mahmid Shaltiat, al-Qudah wa-al Shari‘ah). 

As a matter of fact, the categories of property defined in the 
early days of Islam should not be accepted as final. The reason is 
that the forms of property known in modern times are in many ways 
different and much more complicated and subtle than those known 
fourteen hundred years ago. The problem has been carefully 
studied by a gronp of eminent Islamic jurists in a comprehensive 
report on social solidarity in the Arab world which was presented 
in a meeting organised by the Arab League held in Damascus in De- 
cember 1952, The view is held that Zakat would now be due on all 
kinds of property not known in the early days of Islam. Such 
things as industrial machinery, bank notes, profits of professions 
and trades and rents would now be subject to Zakat. Without 
going into details it can be said that the Arabia of fourteen 
hundred years ago and the world of today offer us a funda- 
mental change in the socio-political and socio-economic pattern 
of society. So there is no reason to believe that items taxed and 
ratescharged were meant to be unchangeable with the changing 
circumstances as the door of Ijtihad is never closed in Islam. 
One school of thought held the view that the rate of Zakat cannot 
be changed as it has been fixed by the Apostle of Allah himgelt 
But if we look to the spirit of Zakat, there is not the least ¢ 
culty in concluding that in fixing the rate of Zakat the Is lar 
State may introduce the element of elasticity to face med 
tionary tendencies of the economy. If the exchange value ¢ 


significance in bringing an element of socialism i in rosie ms 
Beneficent Use. The third role in regard to the con tl 
owner of private property gives emphasis to the beneficent 1 
property which means utilisation of wealth ‘in the way of 
which, in its turn, means all causes beneficial to the com: 


of beneficent use of property has so many aspects that thayle 
be better appreciated in the juxtaposition in which the Ouran 
puts them. The following excerpts contain the whole philoso ie 
of spending, giving and using property on which no detailed com- 
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agricultural production as a result of extensive cultivation. The 


food problem which is a standing puzzle for all the Muslim coun 
tries of the world may be solved to a great extent. 

The rule about continuous utilisation of property also app! 
to the method of utilisation. The teachings of Islam require that 
whoever undertakes a task must perform it in the best possible 
manner, If the owner utilises the property in a wasteful! and un- 
productive manner or if the people concentrate on acquiring a 
particular type of property to the neglect of other types of pro 
perty, industry or investment, or if there has been an unduly 
heavy concentration of wealth in the hands of a small section of 
the people to the detriment of the community as a whole, the 


Islamic State has the right to intervene to secure a balance 
of economic interests and activities. It is reported about Abi 


Umamah that he said, when he saw a plough and some other 
agricultural implements: ‘'l heard the Prophet (be peace on him) 
say: This does not enter the house of a people but it brings 
ingloriousness with it’’ (Bukhari, 41 : 2). Here Maulana.Muham- 
mad ‘Ali observed, ‘‘This hadith, therefore, implies that a nation 
which gives itself up entirely to agriculture neglecting other lines 
of development cannot rise toa position of glory.” Islam stands 
not only for balanced growth but also for balanced distribution 
of wealth. In fact, the object of the Islamic economic. system is 
to secure the widest and most beneficent distribution of property 
through institutions set up by it and through moral exhortation. 
Wealth must, according to the Holy Our an (lix. 8), remain in con- 
stant circulation'among all sections of the community and should 
not become the monopoly of the rich. The general.rule is that 
property should be used at all times and used in a rightful way 
for one’s own benefit as well as for the benefit of the community, 

Payment of Zakat, The second rule of the Shari‘ah in regard 
to the conduct of the owner of private property is that he must 
pay Zakat in proportion to the property owned. ‘‘Gold, silver 
currency of any kind, agricultural produce, cattle, trading enter- 
prises and everything owned by a man during his life isproperty’ 
for the purpose of Zakat. And everyone who does not have enough 
to satisfy basic needs, who cannot work, is ‘poor and needy’ for 
the purpose of Zakat. And, finally, all that is directed tothe 
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benefit of the Muslims as a whole and not solely towards the 
satisfaction of personal needs is ‘in the cause of God’ for purposes 
of Zakat’’ (Mahmad Shaltit, al-Qudah wa-al Shart‘ah). 

As a matter of fact, the categories of property defined in the 
early days of Islam should not be accepted as final. The reason is 
that the forms of property knownin modern times are in many ways 
different and much more complicated and subtle than those known 
fourteen hundred years ago. The problem has been carefully 
studied by a gronp of eminent Islamic jurists in a comprehensive 
report on social solidarity in the Arab world which was presented 
in a meeting organised by the Arab League held in Damascus in De- 
cember 1952, The view is held that Zakat would now be due on all 
kinds of property not known in the early days of Islam. Such 
things as industrial machinery, bank notes, profits of professions 
and trades and rents would now be subject to Zakat. Without 
going into details it can be said that the Arabia of fourteen 
hundred years ago and the world of today offer us a funda- 
mental change in the socio-political and socio-economic pattern 
of society. So there is no reason to believe that items taxed and 
ratescharged were meant to be unchangeable with the changing 
circumstances as the door of Ijtibad is never closed in Islam. 
One school of thought held the view that the rate of Zakat cannot 
be changed as it has been fixed by the Apostle of Allah himself. | 
But if we look to the spirit of Zakat, there is not the least aig, ; 
culty in concluding that in fixing the rate of Zakat the le a 
State may introduce the element of elasticity to face the in 
tionary tendencies of the economy. If the exchange wil Toe 
existing rate of Zakat is reduced to zero, Zakat wi) ae 
Significance in bringing an element of socialism in socie 

Beneficent Use. The third role in regard to the eo oe 
owner of private property gives emphasis to the beveate 
property which means utilisation of wealth “in the way ¢ : 
which, in its turn, means all causes beneficial to the c comm Ir nity : 
as a whole and conducive to its prosperity and welfare, The. ; bject z 
of beneficent use of property has so many aspects that ite 
be better appreciated in the juxtaposition in which the 
puts them, The following excerpts contain the whole ‘hs Gans oe 
of spending, giving and using property on which no detailed com- 
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mentary is necessary : 

(2) The similitude of those who spend their wealth for the cause 
of Allah is like the similitude of a grain of corn which grows seven 
ears, in each ear a hundred grains. Allah multiplies even more for 
whomsosever He pleases. Allah is Bountiful, All-Knowing (11.261). 

(5) Whatever of wealth you spend it is to the benefit of your 
own selves, while just spend not but to seek the favour of Allah. 
Whatever of wealth vou spend, it shall be paid back to you in full 


and you shall not be wronged. 

(c) Those who spend their wealth by night and day secretly 
and openly, have their reward with their Lord; on them shall come 
no fear, nor shall'they grieve (ii. 262, 269, 272-275). 

A similar sentiment is expressed in several other verses of the 
Our’an, and the Sayings of the Prophet (be peace on him) emphasise 
this theme. Now, what is beneficial to the community is relative 
to the needs of the community and this changes with changing 
circumstances. Therefore, it is difficult to lay down any hard and 
fast rules in this regard. Time was when Zakat used to meet all the 
requirements of the society, specially during the time of the Holy 
Prophet (be peace on him), but now-a-days we require more than 
the Zakat revenue. Because, due to complexity of modern life the 
concept of welfare is changing with the changing values of life, 
What is more important for us is not to discourage this changing 
attitude towards life, but to welcome this change which is consis- 

tent with the basic spirit of Islam, Therefore, the beneficent use of 
property cannot initially be interpreted as implying an obligation 
to spend a specific portion of property on the welfare of the 
community. The obligation can never be absolute; it is always 
relative to the needs of the society and values of life. [o my mind, 
the best way of the utilisation of property ‘in the way of Allah” 
is to formulate such a fiscal policy which ensures levying from 
rich people that what is their just contribution and using the 
proceeds for the promotion of the public good. True it is that the 
Muslim world is poor and backward. Therefore, utilisation of 
property ‘‘in the way of Allah”’ is highly significant because this 
is, [ am sure, one of the basic conditions by which the Muslim 
community can prosper. If the Muslim States of the world want to 


achieve the goal of ‘‘Welfare State” in the true sense of the term, 
the leaders who are at the helm of affairs of the Muslim world 
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must assure that their countries’ wealth and resources are all used 
for beneficent purposes. .. — grr 4 mivgeQde od t teiie; 

_ Harmless Use. Fourthly, when Islam gives emphasis to ‘the 
beneficent use of property it imposes upon the owner of property 
the duty not to use it in such a way as to cause harm to others or 
to the community. Absolute ownership of everything belongs to 
Allah ; every individual, rich or poor, has the inherent right to use 
it. Therefore, where harm is done to others, this would be ageression 
which is forbidden. The Holy Qur’an says: ‘‘And fight in the: way 
of God those who fight against you, but be not aggressive. Surely, 
Allah loves not the aggressors’’ (ii. 190). There are several other 
verses in the Holy Qur'an in a similar vein, and the traditions and 
sayings of the Prophet (be, peace on him) also. emphasise. this 
theme: Thus Abi Hurairah reported, the Messenger of, Allah (be 
peace on him) said: ‘‘Excess of water should not, be. withheld, 
arresting thereby the growth of herbage’ (Bukhari, 42: 2). The 
significance of this hadith iies in the fact that without water there 
would be no herbage, hence owners of land,situated on water 
courses are required to allow the flow of excess water, to other 
people’s land or even to barren tracts which would thus become 


needs are satisfied. In fact, the Muslims were required) to be very, 
scrupulous in matters of other people’s right ,to land. Ibn ‘Umar 
reported, thé Prophet (be peace on him) said, ‘‘Whoever takes _ 


a q 


any part of land without haying a right to it he shall be, as. 

punishment,for it, sunk down into the earth on the Day of Re. 

surrection to,the depth of seven earths’ (Bukhari, 46213)... 
Now-a-days in many Muslim countries we find that freedom 

of ownership appears to have resulted in some cases 
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Law gives preference to the greater right of the community. The 
jurist Ibn al-Oayyim says on the subject: “If one contemplates 
over the laws which the Almighty has ordained for His creatures, 


one finds that they are all designed to ensurea balance of benefits. 
preference is given to the more 


and that where there is a conflict, 
The laws also seek to 


important as against the less important. 
but where harm is inevitable the 


prevent the infliction of harm, 
These are the principles implicit 


lesser of the evils is preferred, 
in the laws of God, which eloquently speak of His wisdom and 
compassion’’ (Mzftah al-Sa‘adah, p. 350). The basis of this rule is 
the maxim of ‘‘no harm is allowed whether the doer benefits from 
it or not,’ which is a saying of the Prophet (be peace on him). 
Many subsidiary rules have been formulated upon this principle 
The Muslim jurists have explained the distinction between the 


various types of harm, e.g. harm that befalls the entire community, 


harm that is intentional, harm that is not intentional, harm of a 


serious nature, harm of a minor nature, harm that is inevitable, 
harm that is very probable, etc. In all cases a balance is sought 
between the various interests, and the predominant intention is 
to promote benefits and prevent harm (see on this a/-Muwd/agat 
by al-Shatibi, Vol. IJ). 

Islam promotes this basic moral conscience by inculcating 
the fear of God which in practice means scrupulous avoidance of 
anti-social behaviour in all shapes and forms. The charter of 
human brotherhood outlined in the Holy Prophet’s Farewell 
Address is far superior to the one envisaged in the Communists’ 
Manifesto. The great emphasis that Islam has laid on the social 
responsibilities of an owner of property has fascinated Western 


thinkers of whom Professor Massignon writes : 


Islam has the merit of standing for a very equalitarian con- 
ception of the contribution of each citizen by the title to the 
resources of the community. It is hostile to unrestricted exchange 
to banking capitals, to state loans, to indirect taxes on articles 
of prime necessity but it holds to the right of the father and the 
husband to private property and to commercial capital. Here 
again it occupies an intermediate position between the doctrine 
of capitalism and Bolshevist communism. 

Lawful Possesston. The fifth rule governing the conduct of the 


owner of property is contained in the Holy Our’an (iv. 30) in 


94 


Consumption and Production in Islam 


which all such unlawful means of acquiring property are prohibited 
as those in the end destroy a people. Acquisition of property or 
goods through falsehood falls in the same category. It is equally 
unlawful to seek to establish a title to property by obtaining 
judgment through corrupt means like bribery or false evidence 
(ii, 189). Since society is drifting towards materialism, many 
people resort to such devices as cheating, monopoly and usury 
for the purpose of increasing wealth. The Shari‘ah gives the State 
full powers to punish dishonest activities. As regards monopoly, 
Islam provides that property hoarded or monopolised would be 
punished because it puts wealth out of circulation and deprives 
the owner as well as the rest of the community of its beneficent 
use (ix. 34). The jurist Aba Yasuf (731-98 c.z.), a companion of 
Imam Abi Hanifah, founder of the Hanafi school of thought, 
says: “If the withholding of anything from the public would 
harm it, then that act is wrongful, whether the commodity be 
gold or silver. He who hoards such commodities abuses his 
right of ownership. Whatever would harm the community, if 
withheld from it, should not be withheld. The hoarding of cloth 
is just as harmful as the hoarding of food. The reason for the 
prohibition of hoarding and monopoly is that harm should not 
befall the community. The community would suffer from the 
hoarding and monopoly of food as from the hoarding and monopoly 
of clothes. The community has various needs, and suppressing. any 


of these needs would be wrongful,” 


_. Balanced Use. The sixth rule of the Shari ah in regard to t he 
conduct of the owner of private property is that he should u 
the property ina balanced way. That is, the owner of the 


perty. should be neither prodigal or parsimonious in its use. 
‘‘And make not thy land to be shackled to 


Qur’a an says : 
neck, nor stretch it forth to the utmost limit of its stretching 
JE 


fortb, lest thou sit down balanced, stripped off” (xvii. 29). 
_ Again, the Holy Qur’an says (iv. 36-37) : 


i: For God loveth not, | 
The arrogant, the vainglorious ; — 
_ (Nor) those who are niggardly 
Or enjoin niggardliness on others, 
Or hide the bounties > 
Which God hath bestowed 


ate 
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On them ; for We have prepared, 
For those who resist Faith, 

A Punishment that steeps 

Them in contempt. 

This is how Islam maintains a balance inthe use of property 

As regards prodigality, it can be said that goods and property 
lawfully acquired are a bounty of Allah which is provided py 
Him as a means of support. They should be properly looked after 
and should not be wasted through neglect. A person of defective 
judgment should not be allowed to squander away his subsist- 
ence. It should be managed and administered for him, and 
provision should be made for his maintenance out of the income 
(ix. 6). The duty of making such provision should normally 
appertain to the community or to the State. Prodigality does not 
necessarily mean wickedness or grave irresponsibility which does 
not harmonise with the prevailing needs of the community. 

As regards parsimony, on the other hand, it must be admit- 
ted that some people, instead of putting their property in benefi- 
cent use in the service of their fellow-beings, have a tendency of 
holding back, not realising that holding back renders a person 
progressively poorer in the true sense of the term inasmuch as 
he stultifies his faculties, and, by putting that which he possess- 
es out of service and out of circulation, renders it completely 
barren and unfruitful. The Holy Our’an has repeatedly prohibited 
people from parsimonious holding back. For instance, the Qur’an 
says, ‘‘Behold, you are those who are favoured by being called 
upon to spend in the way of Allah; but of you there are some 
who hold back, yet who so holds back does so only to the pre- 
judice of his own soul. Jt is Allah Who is All-Sufficient and it is 
you who are needy” (Ivii. 39). Though it is difficult to exercise 
effective control on it, yet one way of preventing undue parsi- 
mony is to impose heavy progressive taxes, which might induce 
the parsimonious that it is not worthwhile to be too niggardly. 
Where parsimony becomes tantamount to the hoarding or mono- 
poly of essential commodities, the State has every right to curb 
it either by legislation or by direct action. 

Due Benefits. The seventh rule of the Shari‘ah gives emphasis 
to the use of property for the purpose of securing for the owner 
due benefits. It must be admitted that ia practice many people 
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utilise their property for securing for themselves undue special 
benefits in political and economic spheres to the neglect of the 
larger interests of the community. This is obviously against the 
spirit of Islam, In many Muslim and Western countries, despite 
the removal of property qualifications for the franchise, it remains 
possible for the wealthy to secure for themselves special advan- 
tages in the political and governmental spheres. ‘‘Money seems 
capable of persuading people to vote one way or the other, and 
of dissuading them from doing certain things. The control exer- 
cised by the wealthy minority over the main sources of the econo- 
my often leads to pressure being exerted to procure selfish 
advantages in politics and government. In Islam the State must 
ensure that property is never used for the attainment of such 
selfish objectives, The law would guarantee economic, social and 
political freedom and not subject it to financial control.” 

_ The last rule of the Shari‘ah gives emphasis on the interests 
of the living. Since the question of control and distribution of 
property after death of the owner does not arise, the due interests 
of the living will have to be secured by putting the Islamic laws 
of inheritance into practice. bask? od 

. Considering all these factors it may be repeated that the 
uuiqueness of the Islamic concept of property lies in the ethical — 
and moral injunctions attached to it—injunctions which provide 
opportunities for Muslim States to regulate the concept of private — 
property. The religion of Islam contains principles which, if 
properly understood and applied, can be the best possible solu- 
tion to the evils of both Capitalism and Communism and ensure 


happiness and property, order and justice. 
6. Conclusions 


_ (1) Islam does not recognise the pure materalistic bent of 
modern pattern of consumption. The rationale of consumption 
pattern in Islam is to reduce man’s present excessive physio- 
logical wants arising from the artificial psychological factors in 
order to release human energy for spiritual persuits. 

(2) The Islamic injunctions on consumption are guided by 
the following principles : 1" 
(a) Principle of righteousness 
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(6) Principle of cleanliness 
(c) Principle of moderation 
(a) Principle of beneficence 


(¢) Principle of morality 
human wants are classified under three head 


(3) Generally, 
Luxuries. As for the 


ings : (a) Necessaries, (5) Comforts and (c) 
order of priorities, the Islamic injunctions on consumption should 
be the guiding principles mentioned above. It is very difficult to 


give a categorical answer whether or not the Islamic State should 
encourage production of luxurious goods. To our mind, the mere 
prohibition of the production and consumption of luxury goods 


unaccompanied by a scheme of planned’ redistribution of wealth 
and income’‘is not likely to ease down the economic problem 


of the masses. What is needed is to establish a more equalitarian 
system of society based on the Islamic code of life. 

(+) We have already mentioned that the productive system 
in an Islamic State must be guided by both objective and subjec- 
tive criteria : objective criteria to be measured in material wel- 
fare, subjective criteria to be reflected in the welfare which should 
be judged in the light of the economic ethics of Islam. 

(5) The Tslamic concept of private ownership is unique in 
the sense that absolute ownership of everything on earth and 
heavén belongs to Allah alone (iii. 190). Manis simply the vice- 
gerent of Allah on earth. Generally speaking, there are eight 
rules of the Shari‘ah governing private ownership of property 
They are: 
(a) continuous utilisation of property; 

(5) payment of Zakat in proportion to the property 


owned ; 
(c) beneficent use of property ; 
(4) use.of property without causing any harm to others 


(e) lawful possession of property ; 


J) use of property not in a prodigal or parsimonious 


way ; 


(2) use of: property for the purpose of securing for him- 


self due benefits; and 


(A) rightful application of the Islamic law of inheritance. 
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1, Land asa Factor of Production: Its Cultivation | 

2. Land Tenure System in Islam—‘Umar’s Land 
Tenure System, Land Reforms in Pakistan : 
An Appraisal 

3, Population Control and F amily Planning in 
Islam with Special Reference to Pakistan 


4, Place of Capital in Islamic DOC Cone 
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‘Set-up 
5. Modern Tahun teoital Relationship and rages 


6. Conclusions 


Appendix | Some Fatwas on Family Planning 


He (Allah) it is Who sendeth down water from the sky, 
whence ye have drink, and «whence are (grown) trees on which 
ye send your beasts to pasture. 

Therewith He causeth corn-to grow for you, and the olive and 
the date-palm and grapes and al! kinds of fruit. Lo! herein is 
indeed a portent for people who reflect. 

And .He hath constrained the night and the day and sun 
and the moon to be of service unto you and the stars are made 


subservient by His command.... 
And if ye would count the favour of Allah, ye cannot reckon 


it. Lo J/,Allah is indeed Forgiving, Merciful, 
—<al-Our’an, xvi. 10-18 


Mohammadanism is not uneqguipped for survival in the 


modern world. . 
— Dennis Saraut; History of Religions 


1. Land as a Factor of Production ; tts Cultivation. 

"Islam has recognised land as a factor of ‘production not 
exactly in the sense it is used in modern times. In classical 
writings land, which was regarded as an important factor of pro- 
duction, includes all the natural resources used in the process of 
production, eg. the surface of the earth, the fertility of soil, 
properties of air and water and mineral resources, etc. True, there 
is no evidence to prove that Islam does ‘not approve of this 
definition of modern Economics. While Islam recognises land as 
a factor of production, it recognises the creation of only those 
utilities which can maximise the ‘economic welfare of the commu- 
nit —a welfare which takes into account the basic principles of 
economic ethics, The Qur’anic’ ‘Law and the Tradition | of the 
Prophet are clear about it. ‘The method of utilisation of land 


as a factor of production i in Islam is’ unique in ‘the ‘real’ sense 
Oel tad? a sm Jon 


of the term. 
“Both the Qur'an and the Sunnah lay much empha§ aSis on the 


proper cultivation of land. Thus the Ho oly Qur'an draws attention 
to the ‘necessity of turning wasteland into gardens’ by’ makin 
arang ments for watering it, and growing good. crops. ‘The Qur’an 


ne 3: "Do they not considér'that We'drive the’ ae €6 aand~ 
‘seed produce; 


ving no 
ee ich th eir ¢ cattle and EOLA eae eat’® euxit 27): We 
have evide i ug indicate’ that impetus is given tothe Canivae © 
tion of wast and, It is related on ‘the atithority’ of *A’ishah “who | 
reported | the F Prophet (be! peace o on Him) to have said: ‘Whoever _ 
cultivates land which is not the property of anyone has a'better 
title to it” (Bukhari, 41:15). Since Islam recognises the’non- 
cultivator ownership of land, it is dllowed ‘to ‘let tit pee ES 
ip Ri for a'Part of the produce or for money, but 
is at'the same ekg Ra an that a ‘person * who'ca 
it shold giv ¢ land’ fr fre e of rent to ‘some of his 00r Asti b es 
“Ibn asi re} ported the “Messenger of Alla b (peace and’ 
blessin ‘Allah be bh ft im) granted (the lands ‘of’ K Hallba? 6 
oe ' e Jev S onc saaitted that they worked! theteba , Pan 
m and t they should have half of the produce (Bukh te a 
dais ‘it is related on the authority ot Rafi‘ who repc 
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used to have land cultivated in the time of the Prophet (peace 
and blessings of Allah be on him), taking what grew on the 


water-courses or anything which the owner of the land reserved 
for himself. So the Prophet (peace and blessings of Allah be on 
him) forbade this. I (the reportor) said to Rafi‘, ‘‘How is it if it 
is done on payment of dinars and dirhams ?”’ Rafi‘ said, ‘‘There 
is no barm in taking dinars and dirhams”’ (Bukhari, 41 : 19), 

‘Amr said : I said to Tawias, ‘‘Thou shouldst give up Mukhab- 
rah for they say that the Prophet (peace and blessings of Allah 
be on him) forbade it. He said, Ibn ‘Abbas informed me 
that the Prophet (peace and blessings of Allah be on him) did 
not forbid this but he only said; “If one of you gives it as a 
gift to his brother, it is better for him than that he takes for it a 
fixed payment”’” (Bukhari, Muslim, and Mishkat, 12:13). Evi- 
dently this was the advice given to people who had vast tracts of 
land which they cqulid not manage to cultivate themselves. It did 
not mean that land could not be let to a tenant. 

Islam has attached great importance to irrigation for increas 
ing agricultural production. Iherefore, Islam has tried to impress 
upon its followers that a person having his land on a water 
channel is;entitled to water his field but be must allow the water 
to pass on to other tracts when his need is satisfied. Even digging 
of a well is considered to be a great act of merit. Abu Hurairah 


reported, the Messenger of Allah (peace and blessings of Allah be 
Excess of water should not be withheld, arresting 


on him) said : .*’ 
thereby the growth of herbage (Bukhari, 42: 2). The Prophet 


(peace and blessings of Allah be on him) said: ‘‘Whoever digs 
the well of Ruma, for him is paradise’ (Bukhari, 62: 7). So 
‘Uthman had dug it. 

It is really surprising tonote that even fourteen hundred years 
ago: Islam did realise the need, for balanced growth—a balance 
between agricultural and, industrial development. In Islam Jand 
as a factor of production must be used in such a fashion that 
the objective of balanced growth is achieved in the long run, The 
Shari‘ah provides that if the people concentrate, on a particular 
occupation to the neglectof other occupations and to the detriment 


' 


Factors of Production 


land and adopt cultivation only and neglect other types of 
occupation, industry or investment, the State can make rules to 
ensure that they spread their wealth evenly and engage in the 
trades or industries which would, in the long run, “be in ihe 

benefit of the community. - 
_ Itisreported about Abi Umamah that be said, when. Pee saw 
a plough and some other agricultural implements, ‘‘I heard the 
: “This 


Prophet. (peace and blessings of Allah be on him) say 
does not enter the house of a people but it brings ingloriousness 


with it” (Bukhari, 41; 2). Bukbari’s heading of the chapter is 
“Warning against the consequences of engrossment, with the 
implements.of agriculture or going beyond the limit, ordained,”’ 
The hadith, therefore, implies that a nation which gives itself up 
entirely to agriculture neglecting. other lines of its development 


cannot rise to a position of glory. 


2, Land T enure System, in I slam 


In a predominantly agricultural economy land tenure or the 
legal and customary relations based on land are of, crucial import- 
ance from the point of view of production ‘and distribution. 
Because they influence incentives for production and! techniques 
of farming and through the pattern of ownership: and tenancy of 
ownership. Islam being a “Din,’’ meaning ‘thereby < a code of life, 
instead of ‘‘Madhhab,”’ i.e. religion, cannot..remain’ silent on it ; 
rather, the laws of the Our’an and the Sunnah have laid hom 
certain positive and fundamental principles from which it wate 
possible to eyolye a pattern.of land- tenure system, suited to, ie 
requirements of various, Muslim m, countries of the world. , to e70jfe 

Quranic Law and Peasant-propriclorship. 1 The law of the Qur’ax 
regarding ownership of land i is unequiyocally 1 in spn phpsts 
proprietorship. According to the. law of the Qur'an, land is 
shared by all to the maximum good of human society ; : thee 
such ownership and'con{rol over land as limits the benefits toa 
few, to the exclusion of the majority of the ‘people, is contrary 
to the spirit of iB Speen Law, Tn Islam nobody « cal ne ap 
absolutesownership, Plane © acd it belongs to, Allah, 1 ‘ 
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of the community as a whole, the State can intervene to change 
habits, Thus where people concentrate on acquiring agricultural 
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essence being equitable distribution of land among all genuine 
cultivators. The Qur’an says: “‘Said Moses to his people : Pray 
for help from God, and (wait) in patience and constancy ; for the 
earth is God's to give as a heritage to such of His servants as 
He pleaseth ; and the end is (best) for the righteous” (vii. 128). 
And God has created the earth for the good of all people to 


enjoy its fruits and produce. “It is He Who has spread out the 


earth for (the benefit) of (His) creatures; therein is fruit and 


date-palms, producing spathes (enclosing dates).”” 

The obligation of providing sustenance to all lies on God 
Who is the Creator. All things that are on the earth are created 
by God Almighty for the benefit of the whole human race. 


There is no moving creature 

Ona earth but its sustenance 
Dependeth on God (xi. 6). 

It is He Who had created for you 

All things that are on the earth (ii. 29). 


Tbe resources of the earth are to be shared equally by all. 


He set on the (earth), 

Mountains standing firm, 

High above it, 

And bestowed blessings on 

The earth, and determined 

Its resources, in four Days, 

To be shared equally by all 

The needy persons (xli, 10). 

Thus the sources of livelihood for human beings are so 
arranged by God Almighty that everyone is free to draw his 
share of sustenance by his own efforts and the Jaw of God is that 


no one should get more than he works for. 
Just asindividuals vary in their physical and mental abilities, 


they also vary in their capacities to earn. 
God has distinguished you from one another, in (your capa- 


cities to earn) sustenance. 

Some can earn more than others, but it does not so happen 
that those who are more favoured give away (their extra earning) 
to those who depend on them, although they are all equal 
sharers in (the earnings). Then, are not such failing to acknow- 


ledge the favour of God ? (xvi. 71). 
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Commenting on the above verses, Maulana Abul-Kalam Azad 


says : 
It is clear that the Holy Qur’an accepts the position that 


people are not alike in their ability to earn and consequently 
some possess more and some less ; but the Qur'an does not accept 
a situation in which some have too much and some nothing at 
all, of which the members are intimately concerned with the 
welfare of one another. They work in different spheres of life and 
earn more or less, according to their capacities, and though the 


better off among them do not give away all their earnings to 
, yet they never become so unconcerned about 


those who are 
the welfare of the poor but of them as to let them starve. Though 
the members have a right separately to their respective earnings, 
they have to pool them—regardless of the large or small share of 
each—in order to provideeach of them with thenecessities of life. ~ 
The above exposition of Maulana Abul-Kalam Azad shows 
clearly that if aman, by his possession over a large area of land, 
deprives others of their right to sustenance from God's earth, his 
possession would be considered illegal according to the Qur’anic 


law. 
Hadith and Land Tenure System. Even from the Tradition of 


the Holy Prophet and writings of many celebrated scholars of 
Muslim theology it can be proved beyond doubt that Islam 
disfavours the zamindari system or landlordism or feudalism as 
we call it, firstly, because this land tenure system is the nega- 
tion of the principle of equitable distribution of wealth and, 
secondly, because it may stand in the way of proper utilisation 
of Jand, as non-use of land is wasteful and impoverishes the 
owner as well as the community as a whole. No doubt, the Holy — 


Prophet himself distributed land among his followers. lumen: > a 
implies that modern landlordism was present either in pre ‘oan 
Islamic days or afterward. Not a single rich landlord could t 
found in that society because the nature of country’s soil pr ut a 
ed the appearance of this form of land-owaership on accou | 

absence of rain and irrigation and the presence of realy see s€ 
soil, As a result, Islam was never confronted with the 1 
of landlordism as it exists with all its evils i in its modern f 
So land distributed by the Prophet around Medina ¥ 
supposed to give rise to the evils of feudalism. These land 


1, Tarjumdn-ul-Qur'dn, Vol, I. 
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essence being equitable distribution of land among all genuine 
cultivators. The Qur’an says: ‘‘Said Moses to his people : Pray 
for help from God, and (wait) in patience and constancy ; for the 
earth is God's to give as a heritage to such of His servants as 
He pleaseth ; and the end is (best) for the righteous” (vii. 128). 
And God has created the earth for the good of all people to 
enjoy its fruits and produce. “‘It is He Who has spread out the 
earth for (the benefit) of (His) creatures: therein is fruit and 
date-palms, producing spathes (enclosing dates).”’ 
The obligation of providing sustenance to all lies on God 
Who is the Creator. All things that are on the earth are created 
by God Almighty for the benefit of the whole human race. 


There is no moving creature 
Oo earth but its sustenance 
Dependeth on God (xi. 6). 


It is He Who had created for you 
All things that are on the earth (ii. 29). 


The resources of the earth are to be shared equally by all. 


He set on the (earth), 
Mountains standing firm, 
High above it, 

And bestowed blessings on 
The earth, and determined 
Its resources, in four Days, 
To be shared equally by all 
The needy persons (xli. 10). 


Thus the sources of livelihood for human beings are so 
arranged by God Almighty that everyone is free to draw his 
share of sustenance by his own efforts and the Jaw of God is that 
no one should get more than he works for. 

Just asindividuals vary in their physical and mental abilities, 
they also vary in their capacities to earn. 


God has distinguished you from one another, in (your capa- 
cities to earn) sustenance, 

Some can earn more than others, but it does not so happen 
that those who are more favoured give away (their extra earning) 
to those who depend on them, although they are all equal 
sharers in (the earnings). Then, are'not such failing to acknow- 


ledge the favour of God ? (xvi. 7). 
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- Commenting on the above verses, Maulana Abul-Kalam tnt 


pays: ; 
It is clear that the Holy Qur’an accepts the position that 


naanis are not alike in their ability to earn and consequently 
some possess more and some less ; but the Qur’an does not accept 
a situation in which some have too much and some nothing at 
all, of which the members are intimately concerned with the 
welfare of one another. They work in different spheres of life and 
earn more or less, according to their capacities, and though the 
better off among them do not give away all their earnings to 
those who are poor, yet they never become so unconcerned about 
the welfare of the poor but of them as to let them starve. Though 
the members have a right separately to their respective earnings, 
they have to pool them—regardless of the large or small share of 
each—in order to provideeach of them with thenecessities of life, ~ 
The above exposition of Maulana Abul-Kalam Azad shows 
clearly that if aman, by his possession over a large area of land, 
deprives others of their right to sustenance from God’s earth, his 
possession would be considered illegal according to the Qur’anic 
law. babl uA 
\ Hadith mid) Land Tenure System: ey nes the. Tradition of 
the Holy Prophet and writings of many celebrated scholars of 
Muslim theology it can be proved beyond doubt that Islam 
disfavours the zamindari system or landlordism or feudalism as 
we call it, firstly, because this land tenure system is the nega- 
tion of the principle of equitable distribution of wealth and, 
secondly, because it may stand in the way of proper. utilisation a 
of land, as non-use of land is wasteful and impoveris vthe ; 
owner as wel] as the community as a whole. No doubt, the : 
Prophet himself distributed land among his: followers. fine ves 
implies that modern landlordism was present either in; pre 
Islamic days or afterward. Not a single rich lendlra could be 
found in that society because t . nature of f country’ s clud- 
ed the appearance of this form of land-ownership « on ene t of 
absence of rain and irrigation and the presence, of sandy desert 
soil. As a result, Islam was never confronted ple es elem 


of atlases as it exists with all its evils in’ its r 
So land distributed Aa the Prophet a arou und. Mec sina we fig 
supposed to give rise to the evils of endalio These ne ie hich _ 
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belonged to the Jews prior to that were given to poor Muslims, 
especially to the Muhajirin. 

It was never the intention of the Prophet to encourage land- 
lordism in any form to the detriment of the society as a whole. 
Because he tried to impress upon his followers to cultivate land 
by themselves. The Prophet is reported to have said : ‘‘A person 
who has a piece of land should cultivate it himself and should 
not leave it uncultivated. If he does not cultivate it, he should 
give it to another for cultivation; but if he does not cultivate, 
nor gives it to another for cultivation, he should keep it with 
himself—we do not want it’’ (Bukhari). 

The last sentence of the Hadith is more in a 
pleasure at such a course of conduct. That is to say, ifone does not 
give it to another for cultivation nor does one cultivate it oneself, 
let one keep it—‘‘we do not want it.’’ It was intended that one 
should retain in one’s possession so much of land as one cultivates 


tone of dis- 


himself. 
This Hadith has been quoted in Sahit Musitm with a little 


addition: if the other person refuses to take it, the person in 
possession may keep it with himself. In other words, if he offers 
it free to another who does not like to be favoured and wishes 
to have it on rent, he should rather keep it with bimself than 
lease it on rent. The Holy Prophet has clearly prohibited, the 
leasing of land on rent (cash or bafd‘i). For this reason ‘Abdullah 
ibn ‘Umar, when he heard this;Hadith in the days of Amu 
Mu‘awiyab, when Capitalism hadestablished itshold over Muslims, 


stopped accepting lease rent. 
Another tradition of the Holy Prophet quoted by Imam 


Bukhari runs as follows: 
Rafi‘ bin Kbadij says that his uncle Zubair bin Rafi‘ah 
once stated that the Prophet had prohibited him from a lucra- 
tive business. Rafi‘ said that the Holy Prophet’s orders’ must 
be just, upon which Zubairtold him that he had béen called and 
questioned by/the Holy Prophet as to. what he was doing with 
his land.,He said he was leasing it on one-fourth of the total 
produce, plus some quantity of dates and barley. The Holy Pro- 
phet replied: “Do not do this; either cultivate it yourself or 
give it to another for cultivation (without any rent), otherwise 


keep it fallow with you.” 
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This does not mean that one can keep one’s land fallow for 
all times to come, Because the rule laid down by the Shari‘ah in 
regard to the conduct of the owner of landed property is that he 
should continue to use it all the time. The non-use of land is 
unproductive and wasteful. The Prophet is reported to have 
observed that the person who seizes land belonging to nobody, 
for the purpose of developing such land, would cease to have 
any right to the land if he does not reasonably exploit it after 
three years of possession. | 

This Islamic code is in contrast to the French law which 
prescribes the time limit as fifteen years and under which land 
is transferred to the cultivators, irrespective of the fact whether 
he makes it productive or not, The superiority of the Islamic 

Law is inherent in this principle, for land is transferred only 
to those who are capable of making the fullest use of its preduc- 
tive capacity.) There is a well-known saying of the Prophet which 
can be put forward in this context. The Holy Prophet said : 
“The person who brings dead land to life is its owner, provided 
it has no previous owner.” Hb sAdeeibsi-sif atten : 

In case a person owns big tracts of Jand which it is difficult 
for him to exploit for its productive resources properly,. the 
Islamic State is entitled to take any action against the owner, 
necessary for the proper use of Jand. Ibn ‘Abidin says : If taxable 
agricultural land is not utilised by the owner, or if itis not irrigat 
ed properly while improvement is possible, the Government may 
levy, taxes on land and is, thereby, entitled to get its due sbare, 
In case the owner refrains from cultivating the land, the Govern- 
ment ma 


ed 


may put another man in charge of the property so that it 
may get its due tax ; or may let it on rent or operate it on itsown 
account. Thus freedom of ownership is not allowed to be misused, 
The action of Hadrat ‘Umar in connection with the taking back ) — 
of land given to Hadrat Bilal isa clear proofofthis, , =, .. 
The aforesaid principle is a useful safeguard against,the rise 
of feudalistic tendencies, for a person who owns more than what 
he himself can manage stands in comparison to a capitalist seek- 
ing partnership of labour for the exploitation of his savings. So’ 
the practice of letting out land on a’ fixed amount of'produce—a 
counterpart of interest in agricultural field—is unlawful) On the 
authority of Hasan Basri, itis narrated that the practice during 
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the period of Hadrat ‘Umar was that the owner was bound to 


contribute some share in labour and investment so that his share 
may not constitute a return for the gift of Nature only. It may 
be noted here that Imam Aba Yiasuf, the Grand QOadi of Harin- 
ur-Rashid, whose reign marked the climax of Imperialism, is often 
quoted in support of the view that land can be leased on rent. 
But the consensus of opinion seems to dislike the idea which may 
give rise to the Zamindari system. Among the persons who con- 
demned this system, the names of Im4m A‘zam, the great teacher 
of Imam Aba Yusuf, Shah Waliullah, Maulana ‘Ubaidullah Sindhi 
deserve special mention. Maulana ‘Ubaidullah Sindbi, a celebrated 
scholar of Muslim theology and a great exponent of the philo-sophy 
of Shah Waliullah, writes in his commentary on Hujjatullah-ul- 


“We are followers of Imam Aba Hanjfah who has pro- 


Balighah : 
According to him, a person 


hibited the leasing of land on rent. 
should possess only so much area of land as he could cultivate 


himself. As a matter of fact, the system of leasing land in any form 
leads to great injustice to the tenants, and the landlords go on 
expanding their holdings over vast areas and making the poor 
tenants work like donkeys and oxen, They have no mercy for 
them and they starve them. 

I also disfavour the idea of leasing land because it may he)p in 
creating a new capitalistic class in the society the very existence 
of which isa threat to the basic economics ethics of Islam. Barring 
a few exceptions, the precepts of the Our’an in this regard have 
not been followed by the Muslims throughout the Islamic history. 
The capitalist class interpreted the Our’anic Law in a way that 
suited their interests and did not hamper exploitation of the poor 
people. Even today there are many Muslim countries where we find 
that some sort of feudalism is the order of the day. Only a hand- 
ful of persons are enjoying their life with all modern amenities 
we have, to the utter neglect of the vast majority of masses. It 
is now time to think and act. Islam has faced the challenge of 


’, 


time. 
‘Umar's Land Tenure System 


At this stage it is really necessary to give a pen-picture of 
the land tenure system of, ‘Umar the Great. Because the land 


system introduced by him bears an ample testimony to the fact 
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that land tenure system based on the true spirit of Islam is not 
a mere figment of imagination, it is quite practicable. In fact, 
this land system is quite suggestive to the modern MuS&limi States 
of the world where in most cases the Qur’anic Laws with regard 
to land are honoured more in breach than in observance. 

_ Though Arabia was not an agricultural country, yet the need 
for some permanent and lasting land system was felt during the 
caliphate of Hadrat ‘Umar the Great, resulting from the conquest 
of Iraq, Syria, Iran and Egypt. ‘Umar's revolutionary step of 

prohibiting the purchase of land by Muslims in the conquered 
territories of Syria and Iraq further proves the intention of avoid- 
ing the evils of landlordism within the Islamic social framework. 
Actually these were the later Caliphs who were mainly responsible 
for giving big estates or fiefs free of rent to soldiers. Since regular 
salaries could not be paid to them, the awarding of estates in 
contrast to ‘Umar’s bold policy resulted in giving rise to the evils 
of feudalism i in Muslim society. 

Speaking of Hadrat ‘Umar, says Ameer Ali, “With a far- 
sightedness often wanting in rulers of later times, be perceived 
that the stability of the Empire and its material development 
depended upon the prosperity of the agricultural classes. To 


Saracen should acquire land from he natives of the soil. In the 
administration of the acquired countries, the improvement of the 
peasantry and the development of trade were persistently insisted 
upon.” As a matter of fact the history of Islam records many 
incidents during the Caliphate of ‘Umar which is indicative of 
his economic. philosophy towards land system, ‘After the. con juest 
of Iraq when soldiers requested the commander Sa‘d to listri- 
bute the conquered land among them and Sa‘d wrote to ‘Umar, 
his reply was, “I have received your letter, People are demand- 
ing that you should distribute land and wealth among them. You 
should distribute the wealth among Muslims but let lands and 
canals remain for governors to pay Muslims. If we distribute the 
lands now, we will be left with nothing for coming generations.” 
_' The same controversy appeared at the time of the conquest 
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"Umar the Great did not follow the Prophet blindly : he exercised 


/ 

j{ of Egypt when people demanded of ‘Amr bin al-‘ the victor 
to distribute land and he sought the Caliph's sla e. The : reason and logic on which the Our’an has laid much emphasis and 
Aba Yusuf show that a controversy had took into account total cost-benefit result into consideration. This 


details given by QOadi . 
al isen because ‘Abd al- Rahman b.‘Auf, Bilal and some others were provides food for thought even today. Because the modern man is 
in favour of land distribution. At last Hadrat ‘Umar called ten trying to understand Islam in terms of modern language and 


prominent people from the Ansar and delivered a lecture to them, | terminology. 
H{e said : **You heard the people who say I am depriving them ott really interesting to note that ‘Umar was convinced of 
of their right. I think that after the lands of Kisra (Chosroe) no the fact that a better land tenure system G1 eetied fir improve: 
lands will be left for conquest. God has granted us their wealth ment in the production of agriculture. He introduted ‘martiy 
and lands. I have distributed wealth among Muslims, but wish reforms in the field of agriculture. “Irrigation canals were laid 
that lands be left with their tillers and I should impose Kharaj out A conquered lands! and a'big départment was organised for 
constructing dams, excavating tanks and for the building of 


and Jizyah which they would be paying us to meet the expenses 
of the army, children of Muslims and generations to come. You canals and sluices for the distribution of water. According’’to 
have seen the borders, we need the army to protect them ; you Maqrizi, in Egypt alone 120,000 labourers worked daily through- 
have seen the bigcities and to protect them a regularly paid army out the year on these works and were paid out of the public 
is necessary, and if I distribute the lands, how will they be paid?” treasury. Juza’ b. Mu‘ awiyah built many canals in the districts of 

Ilaving taken back some of the land which the Prophet had Khuzistan and Ahwaz with the permission of Hadrat ‘Umar, which 


given to Bilal ibn al-Harith. ‘Umar said to Bilal: ‘The Messenger enabled many new lands to be brought under cultivation. Huns 
of God did not give you land so that you withhold it from the dreds of other water-courses were thus built, of which traces are 
people. He gave you the land so that you can use if, so you must found here and there in books of history” (Shibli, ‘Umar Fariiq). 
take only what you can utilise, and leave the rest.”’ [he wisdom Forms of Land Tenure System during ‘Umar's Caliphate. 
of this policy is quite obvious. The intention is that land should Different kinds of land tenure system prevalent in the Muslim 

Empire during the Caliphate of Hadrat ‘Umar b. a Silat were 


be fully utilised, because the ownership of land is recognised 
in theory to be that of God and of the community, and the as iollows:  — sgn : 
owner of property who does not utilise it for his own benefit, as gta or Individual Ownership System. Iqta‘, also called fief, 
well as for the benefit of the community as a whole, is not using is an institution the origin of which can be traced back to the time 
land in the way God has ordained. Although the Holy Prophet of the Holy Prophet. This system had far-reaching effects upon the 
had distributed land among Muslims, e.g. Khaibar lands, the area land system of Arabia which, due to its bedouin life, was not much 
of these lands was so small that there was not the slightest danger aware of the institution of landed property belonging to one in- 
‘of landlordism ; but the lands which came under Muslims after dividual, Iqta' means the act of bestowing or allotting a qati‘ah 
| the conquest of Iraq and Syria were very vast and their distri- (a cut-off piece). Thus it implies giving State land as estates to 
bution among Muslim soldiers would have led to landlordism with individuals, The Holy Prophet gave Iqta‘s to different individuals 
at different times to make arrangements for the livelihood: of 


those who had left behind their relatives, families and in most 
cases their property also. Occasionally the grants were made 
according to the principle of “Talif al-Oulib” (reconciliation of 
hearts), i.e. to pacify and to attack political’ opponents. The 
Prophet sometimes gave Iqta‘s before a specific land was con- 


1 


all its evils. 
This bold departure illustrates the fact that the Hadith of 


the Prophet should be interpreted not only in literal form but 
also in its spirit. The circumstances under which the Prophet 


distributed land were quite different in ‘Umar’s time. Therefore, 
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quered. The grant of the fief of Tamim ad-Diri in Palestine is au 


instance of such grants. Grants of Iqta‘s conferred proprietary 
rights on the beneficiaries. These ‘Iqta‘s thus became Igta‘ 
Tamlik, i.e, fief conferring the rights of property. The owners thus 


were free to use the land in any way they liked and these rights 
in property were inherited by their descendants also. 
There is a controversy as to whether ‘Umar the Great follow- 
ed the tradition of the Prophet in granting Iqti‘s. True, there 
are evidences to indicate that ‘Umar, following the tradition of 
the Prophet, granted fiefs even before the lands were conquered, 
But the consensus of opinion is that ‘Umar disfavoured the idea 
of granting fiefs. Because this may lead to the rise of new feudal- 
ism in the society which, in its ultimate analysis, may result in 
lowering the rate cf agricultural production. He emphasised that 
if anyone did not cultivate his land within a term of three years, 
he must lose his rights of ownership. Actually this was applied in 
case of a personality like Bilal whom Hadrat ‘Umar addressed 
as “Our Lord Bilal’’. I feel that the modern Muslim world may 
take a lesson from this bold step taken by ‘Umar in an efiort to 
improve the lot of the poor people. To my mind, if the condition 
of three years’ term is linked up with the right of ownership, I 
hope—indeed, I believe—that, given sufficient encouragement, 
agricultural production is bound to go up. In addition to applica- 
tion of modern knowledge in agriculture, this will, we are sure, 
help Pakistan in particular and Muslim world in general in solving 
the age-old problem of food. Any future scheme of land reforms 
may derive a benefit out of it. 

Himda System. It meant land owned by one or more than one 
tribe and cultivated or otherwise used for their collective needs, 
Individual possession of land was something unknown to the 
bedouin. This limited right of the bedouin to land had possibly 
been the origin of the development of collective reserves (himas) 
where this right was made absolute, while other tribes were under 
obligation not to encroach upon it, The basis of hima was usually 
fodder and water. In the hima usually one or more springs or 
watering places were found. Its nomadic character is clear from 
the fact that it was usually left untilled. At first the privileges of 
hima were not of a permanent nature but afterwards if they 
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remained in the possession of a tribe for some longer period they 
became their property. In every large hima several tribes were 


often shareholders, 
Himas paid ‘Ushr (tithe) on the produce. If the ‘Ushr was 


not paid, the rights were forfeited, and other people occupied the 
property. Government also had its own himas. Sometimes the 
himas which were necessary for military purposes or for the use 
of common public were seized. From the above analysis of hima 
system it appears that the idea of co-operative farming existed 
in a crude form even during the caliphate of ‘Umar the Great. 
The very concept of collective ownership is clearly suggestive for 
the Muslim world even today in so far as the question of agricul- 
tural development is concerned, 

State Landlordism, With the conquest of different countries, 
State landlordism also flourished. Under this system land belong- 
ed to the State and cultivators were its tenants. They did not 
enjoy proprietary rights and land could not be transferred to or 
sold by them. These (State) lands classified into SawaAfi, i.e. 
proper State domains, and Fai’. Sawafi were in fact public pro- 
perty and could not be disposed of in any way. Tenants tilled the 
land and paid a specific sum as revenue (Kharaj). They could 
not be ejected. There is no clear information but perhaps tenancy 
existed in the same family and was treated as inheritance. But 
these lands could not be sold by the tenants or governors. 

The other kind which also falls under crown lands is called 
Fai’, Fai’ actually started with the Prophet. It included lands 
(and booty) which were left to the Prophet to be used by him at 
his own discretion. The first fai’ was the lands of Bani Nazir, 
Khaibar and Fadak. Later on during the caliphate of the Righteous 
Caliphs this included lands belonging to the State, which could be 
used by the Caliph in the way he wished. Fiefs were sometimes 

given out of these lands, | 
Another form of State lands was “‘Diya’’. It meant estates be- 
longing to the State, The difference between Sawali and Diya is 
that the latter were private estates belonging to the State while 
Sawafi were in the public domain. 

State lands, whether Sawafi, Fai’ (excluding fiefs), Diya or 
Waqf paid Kharaj. Kharaj was treated more as the rent of the 
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had very small tracts ; 
Je of Arabia living in cities and soldiers, who 

had been awarded fieis, represented this class. He shared the to limit the area of tenancies that may be held under the State, 

produce on the basis o 72 it, usually without contributing and (d) todistribute the land over and, above the ceiling limit 

: sroduction. The fact should not be fost among cultivating families owning uneconomic holdings and Jand- 

to the present Jess agriculturists, Under this Jaw all intermediary rent-receiving 

aAthe interests between the cultivating tenant and the State were fully 

abolished in Apri] 1956, The cultiyator-tenant is assured of full 

occupancy rights with the right of transfer to bonafide cultivators. 
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land than.a tax because the tenanb,.irrespective of hi 
paid Kharaj. A mon-Muslim tenant, even if he embraced Islam: 
had to pay Kharaj although he was exempted from Jizyah in that 

; owned by landl rds Wi O ¢ mploy: 


In this system Jands were | 
Arabia 


mm was prevalent in 


Casc, 
1 his, systen 


tenants to cultivate them. 
proper as well asin Syria and Egypt. 
Itis very surprising that even during Caliph, 

the concept of State-ownership in land develop 
The modern idea of socialisation of national wealth perhay 
ne country 


Umar's caliphate 
d to a great ex- 


tent, 
owes its crigin to it. If people of a particular area of the c 
do not react favourably to agricultural development, the Muslim 
State has every right to intervene 

owners themselves 


Peasant-Proprietorship. In this system 


tilled the land. This system was common in Arabia, especially in 
those parts which were arable and fertile. In Syria, there is evi- 
to prove, that some small farmers cultivated as well as 


The land ténure system*in different parts and pro- 
classes of people. 


dence 
owned land. 
vinces led to the emergence of the following 
NVon-Cultivaling Owner, He represented an owner who posses 
ed the land: ‘which was tilled’: by someone else. In some cases, he 
was a large estate-owner, Such non-cultivating owners were found 
in Syria and: Egypt. On. the other*hand, there were owners who 
had very small tracts of land but could not till them due to some 


The people of Arabia living in cities and soldiers, who 
represented this'class. He shared the 


reason. 
usually without contributing 


had been awarded fiefs, 


produce on the basis of legaltight, 
anything to the process of production. The fact should not be lost 


sight. of that this: class ‘was mot- equivalent to the present 
absentee-landlord. Because such big estates were not allowed by 


Hadrat ‘Umar. 
Non Owner Cultivator. This class represented occupancy ten- 


ants of private landlords Both the freemen and slaved? belonging 
to this class, were found in all parts of the empire. 

Owner Cultivator. An owner cultivator, also ca 
proprietor, had all the proprietary rights in land he poss 


littered from the big landlord only in the matter 
rights in 


lled peasant- 
yossessed and 
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land like the o ultivating the state-owned land was included in 


1i4 


Factors of Production 


this class, | 
Land Reforms in Paktstan : An Appraisal 


Pakistan inherited British Indian land tenure system which 
was primarily feudal] in character. Pakistan being committed to 
Welfare State concept based on the ideology of. Islam cannot 
remain a silent spectator of the scene. Moreover, a forceful cycle 
of change is already running very effectively in some important 
Muslim countries like Algeria, Egypt, Syria and Iraq. Here in 
Pakistan the change has already. set in in the wake of land re- 
forms in both wings of Pakistan. In these reforms, the big land- 


lords have been divested of their large holdings and have been cut 
down to their size. The surplus holdings were distributed among 
peasants, and nearly a hundred thousand of them have been 
rehabilitated. This marks the beginning of a new era in Pakistan. 
We are indeed proud that in accordance with the true spirit of 

Islam some beginning has been made in that direction 
Land reforms programmes carried out during the First and 
..In the 


second Pjan periods have shown satisfactory results 
eastern wing, the basic land reform law, the East Bengal State 


Acquisition and Tenancy. Act of 1950, embodies four main objec- 
tives; (a) to eliminate all intermediary rent-receiving interests, 
(b) to acquire these interests for the State on payment. of com- 
pensation to previous intermediary interests in instalments, (c) 
to limit the area of tenancies that may be held under the State, 
and (¢) to distribute the Jand over and. above the ceiling limit. 
among cultivating families owning uneconomic holdings and land- 
Jess agriculturists, Under this Jaw all intermediary rent- receiving 
interests between the cultivating tenant.and the State were fully 
abolished in April 1956. The cultivator-tenant is assured of full 
occupancy rights with the right of transfer to bonafide cultivators. 
Emergence of rent-receiving interests in future is prevented by 
forbidding subletting. About 300,000 acres of khass (self-cultivat- 
ed) land were acquired by the Government under this program- 
me. During the Second Plan, implementation of the land reforms 
mainly consisted of consolidation of holdings, 

In the western wing, during the period preceding the Fi irst 
Plan, several tenancy measures were enacted, but the pace of im- 
plementation of these tenancy laws was rather slow. Therefore, 
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a Land Reforms Commission was appointed in October 1958 


the basis of its recommendations, a ceiling on the ownership of 
igated land or 1000 acres of 


holdings was fixed at 500 acres of in 
unirrigated land except that the owners were allowed to retain 
an area equivalent to 36,000 produce index units. The minimum 
limits for subsistence and economic holdings were fixed, the 
former at 124 or 16 acres, and the latter at 50 or 64 acres, depend- 

. gs 


ing upon location ; partition of economic and subsistence holdin 
or gifts in the shape of land or remis- 


jagirdari, 
; ownership rights on occu- 


was forbidden ; 
sion of land revenue was abolished 
pancy tenants were conferred and security to tenants was assured 


Under this programme an area of about 2.2 million acres has 
been resumed on payment of compensation in instalments from 
owners holding land 1n excess of the limit prescribed under the 


law. 
about two lakh families of tenants have become 


As a result, 
proprietors of the areas which they used to cultivate as tenants 


These new proprietors have been motivated by the sense of owner- 


ship and with this incentive have increased production by adopt- 
The landowners having been 


ing new and improved techniques. 
deprived of their surplus area are now also making serious efforts 


to develop their land with a view to getting the maximum in- 
come from the lesser area now with them. Agricultural produc- 


tion is, therefore, bound to increase. 
Considered from any angle of view tenancy measures taken by 


the Government of Pakistan’ refiect the true spirit of the Islamic 
economic system—a system which aims at achieving the goal 
of socia] justice. We must bear in mind that land reforms intro- 
duced by the Government of Pakistan cannot be absolute. These 


measures must be subject to change in the dynamic setting of 
rowth. Therefore, fixation of limit of subsistence and economic 


holdings can be changed according to the changing circumstances 
and time. In Islam there is no hard and fast rule with regard to 
it. In my view, the basic principle which is to be kept in mind 
is the principle of social justice and care for the have-nots in any 
attempt to introduce land reforms. In Pakistan still a great many 
things will have to be done during the Perspective Planning (1965- 

). The new owners will be provided with necessary supporting 
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services like credit for production needs, fertiliser, seed and other 
inputs, to enable them to bring the Jand under cultivation as 
quickly as possible, Arrangements will also be made to provide 
adequate social services for them so that they can lees, a aPetten 

: bt retuned 


and fuller life in their new environment. 
_ It is not out of place to mention here that land tenure sys-. 


tems of many Muslim countries are still feudal in character. In 
this world of conflicting ideologies the choice before the Muslim 
world is quite clear; either we shall have to accept the Islamic 
values of life for which necessary reforms in the existing socio- 
economic set-up are called for or we shall have to abandon Islam 


altogether. Mere iip-respect for Islam will not do. 


3. Population Control and Family Planning in I AP 
with Special Reference to Pakistan | 


A population control policy implies that the actual demo- 
graphic situation is not satisfactory and that a more favourable) 
one could be attained by pursuing the policy in question. Family 
planning through birth control is an integral part of a compre-. 
hensive population control policy the full effect of which is not » 
to prevent perpetual population growth but to bring a happy» 
marriage between population growth and economic growth for 
a nation as a whole. The objectives of family planning may be :. 

(a) to protect the health and beauty of women by giving, proper 
gap between two children, (b) to keep the family responsibility | 
within the financial capacity of parents, (c) to avoid the respon- 
sibility of maintaining a large family through illegal source of in- 
come, From the little study I have made it appears however, that) 
the apeacien of ena Planning has beena Sateen issue bg 7 


out Sys into controversy: I would like to maken a dis 
| » HO aa 


gia analysis of the problem. 
An Sengai The opponents of family planning argue ‘that | ) 


method of birth control as the problems of food and space’ are. 
closely associated with the birth of a new baby. This very. motive © eg 
At 
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of family planning is un-Islamic. Citing the verse from the Holy 

Ouran which says: “Slay not your children, fearing a fall to po 
tor them and for you. Lo! the slayin; 


verty ; We shall provide | 

them is a great sin” (xviii. 13), they try to establish that Allah 

being the creator of mankind supplies the food and other neces- 

saries of life according to our need Any attempt to control th: 

birth artificially is, therefore, an act of disbelieving in His bless- 

ings. [he present problem of food is, they argue, an artificial] 
€lorts are 


phenomenon and is bound to disappear if sincer 
the supporters of family plannin; 


made. On the contrary, 
irth control. 


cognise the financial capacity of,parents in adoptin 
Besides, they argude’that opponents of birth control have not 
fully appreciated the significance of the verse of the Our ao which 
declares : ‘‘Surely; Allah changes not, the condition of a peo 
until they change their conditions’ (xii. 11). Dhis verse, accord- 
onstitutes an 


ing to them, negates the idea of determinism and 
assertion of man’s free will. It is this ‘‘free will ' 
guishes man from animal and in respect of sexual. impulse nature 


is subordinated to man’s will whereas this is not the case with re- 
se their 


gard to animals. Therefore, they feel that men may utili 
sexual impulse for production of labour’ force according to their 


which distin- 


need and financial ability. 
family planning is challenged on the ground that 


quite current during the Prophet's lifetime asa 
(‘“‘Azl”’ is an Arabic word, It 


away and with reference 


Again, 
‘*Azl” which was 
birth control device is not Islamic. 
originally means putting a‘thing aside or 
to sexual relations it means putting semen outside at the end of 


sexual intercourse.) It is ‘argued against very forcefully on the au- 
thority of Zaoyamawho reported: The Messenger of Allah (peace 
and blessings of Allah be‘on him) said: “Azl amounts to putting 
a living man into the grave’ (Tahawi). Besides this a number of 
Hadiths from Tirmidhi, Ibn Majah, Abi Dawidand Sahjh Muslin 
were cited against birth contro]. Again; in course of expressing his 
opinion on different occasions in connection with Az), the Prophet 
(be peace on him) is reported to have made the following state 

‘“‘When Allah wants to create any man, nobody can stop 


ments: Db 
it.”; “There is no soul that is to be till the Day of Resurrection 
but it will come to life’ (Bukhari, 67: 97) ; “It is the Taadir 
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which determines everything,’ Ouoting’all these statements the 

opponents of birth control try:to:prove that any attempt to con- 

tro) population growth by-artificial means‘is an act of disbeliev- 

ing in Ailah. Whereas’ the protagonists ‘of family planning have 
advanced a number of Hadiths in support of “‘Azl” on the authority 
of Jabir, Abi Sa‘id, al-Ghazali‘and others. In view of the conflict- 
ing Hadiths for and against ‘‘Azi”’ or birth control], what is, to me, 
needed is-to judge the correctness of these Hadiths by the exer- 
cise.of our intelleet with an unbiassed frame of mind (i.e. Ijtihad) 
tempered by consideration of the opinion of most of ‘the Hadith 
commentators, because it isa verdict of history that a good num- 
ber of false Hadiths manufactured bythe so-called false Prophets 
and “‘Munafiqs’” were mixed up with “Sahih Hadiths”’. 

Many ‘Uluma’ hold the opinion that new babies are not only 
the joint property of the family concerned but also an asset of the 
society as a whole, Many others feel that new babies may turu 
out to be social parasites if they are not imparted proper educa- 
tion and training which is now-a-days a costly affair. ~~ 

The modern critics of birth control observe that the ‘Mal- 
thusian theory which asserted that population | tends to sores 
in geometrical progression (i.e. 1, 2,4, 8 , 16) while the supply o 
food tends to increase in arithmetical progression (i.e. 1, A Si 4). 
was discredited by the actual course of developments. A il _ the 
mathematical propositions regarding thegloomy picture of PonyRs 
tion growth and food supply have been belied by events. , They. hold 
that Malthus did not foresee the great revolutionary deyelopmgy 
which were destined to take place i in the technique of agricul el 
production and in the field of international transport. Every 
comes to the world not only. with a hungry stomach but ais also wi 
a pair of hands. The increase in ‘population which mea 
increase in the supply of Tabour makes Possible better divis sion 
of labour and better distributi ions. So, the problem comes. a 
of a ratio not between food and population but bet een 2 Ww . 
and population. They further observe ‘that spending thousan s 
of Tupees on the family planning programme is. a clear earinal, 


resources. ‘The amount of time and human. energy spent on tiled | 


the 
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eople. On the contrary, the protagonists of family planning argue 
that the objective of family planning is not to stop the perpetual 
population growth, rather it aims at qualitative improvement of 
labour force and helps in bringing harmony between population 
growth and economic growth. 

It is agreed that artificial birth control has created a serious 
social problem of extra-marital relationship which has increased 
adultery in society and consequent increase of illegitimate child- 
ren, particularly in Western countries. But the supporters of 
family planning are of opinion that if there is an increase of extra 
marital relationship in the society it is not merely because of 
the introduction of birth control but also because of the lowering 
of moral and spiritual values and change of attitude towards 
life-philosophy. 

Last, but not least, argument against family 
that only the richer and educated sections of the society, rather 
than the poorer and illiterate people, find interest in birth con- 
trol. Because they are more conscious about their standard of 
living as poverty and facundity go together. As the standard of 

comforts increases, people find it difficult to earn a decent living 
till a very late period in life. Hence they are forced to marry late, 
They are also unwilling to have a large family, as that means a 
fall in their standard of living. ‘“‘A baby ora car ?’’—this isa 
problem for the young couple and often the car is preferred. As 
a result of this there will be a less number of children for the 
richer and educated people who are in a position to produce an 
effective labour force by imparting the best available training and 
educational facilities to their wards. Therefore, the progress of the 
society is likely to be retarded. This is, indeed, a serious objection 
against family planning although its protagonists are of view that 
family planning programmes, if properly implemerted, would 
arrest the alarming rate of present population growth and help in 
keeping its space with economic growth which, in its turn, implies 
general well-being of the people. 

Such, in brief, are the essential points for and against family 
planning or population control. I would, now like say a few words 
about population control in Pakistan from pure economic stand- 


planning is 


point, 
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At present, however, when the masses in Pakistan are groan- 
ing under poverty due to the capitalistic system, birth control 
may be adopted as a temporary measure for ee their 


sufferings even though partially. 
_ The reported population increase between 1951 and 1961 by 


23.7% gives a compound rate of annual growth of nearly 2.2 %. 
This rate is substantially above 1.4% or 1.894 which were assum- 
ed in the First and Second Five-Year Plans respectively. ‘‘In the 
Third Plan, it was estimated that population was growing at the 
rate of about 2.6 per cent per annum. Someofthe recent studies, 
however, show that the population growth rate would have 
increased to over 3 per cent per annum in the Fourth Plan 
but for the success that is being achieved in reducing birth rates 
through family planning programmes,”’ If the present rate of 
growth be allowed to continue without taking any action on the 
population side, the population will be doubled at the end ot 
the present century. 

There is a cry for economic growth in Pakistani. But we have: 
seen that at the initial stage of economic development the death. 
rate is likely to fall. The limitation of deaths by health measures, 
although not pursued as a population policy, nevertheless, has’ 
demographic effects. In so far as it succeeds while other demo- 
graphic variables remain fixed, it tends to increase the popula- 
tion. Thus the seriousness of the situation lies in the fact that 
every improvement in medical aid would reduce the death-rate 
and unless the birth-rate is reduced, the rate of po 3 
growth will be accelerated which will cancel the effect of the 
new development. The fall in the death-rate due to’ economic — 3 
development will, of course, lead to the fall in the birth-rate after rm 
a lapse of time. Since this is a time-consuming process, con rol 
of population growth is of supreme importance. — and Se 
_ Theoretically, there are two conceivable ways of 1 >du witig 
fertility quickly—one is birth control, the other is industria isa a- 
tion, The main disadvantages of quick industrialisation as cc 
pared to adirect birth-control policy are twofold: (1) itis = 
difficult, (2) itis relatively slower. Although economic change s een is 
more acceptable than birth-control measures, yet the trutt 
that any policy that rapidly industrialised Pakistan would b 
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far greater strain on the basic social institutions 
policy that attacked, fertility directly. 


Moreover, we cannot pitch our hopes too high about indus- 
of our increased 


trial development which can absorb only 3° 


labour force: It is estimated that; although Pakistan has abundant 
resources for anall-sided economic development; yet if mepecsen nt 


rate of growth of the population is maintained, there will be: 
surplus of over four lakhs of:hands a year which will a 


pressure on‘land: So the mechanisation of agricu]ture which is 
capital-intensive rather than Jabour-intensive cannot be applied 
for increasing ‘our extremely low agricultural productivity com- 


pared to other countries. Thus there will be more mouths to feed 
than there is food. 

This excess labour force;according to Malthus, is historically 
corrected by Nature’s positive checks such as war, epidemics, etc, 
The anevitable mortal. which. Malthus draws from this gloomy 
picture is the need for the application of what he calls preventive 
checks, 1.e, voluntary restrictions of birth, late marriage, etc. 

A population control policy is justified by:the weakness of 
the other three alternative measures to combat the ills of over- 
population, ;Pirstly, redistribution. of: population from. thickly 
populatedareas to. areas of low density of population can be treat- 
ed asone of the measures to overcome the problem of overpopula- 
tion; because there are wide variations in the density of popula- 
tion in) the various regions ofythe country.: The eastern wing of 
Pakistan has an:average density of 777 persons perisquare mile, 
while.at is 109 persons’ per square “mile in the western wing. 

This is not, however,: an «easy problem. Even Adam Smith was 
of view that of all the forms of luggage, man is the most difficult 
to be transported.) Besides the problems of language, customs, 
social institutions, many economic problems such as housing and 
settlement, water supply and health “services arise with the 
redistribution of population. These requirescientific planning and 
may only be a part of the country’s overall) plan. 

secondly, a little relief to the problem of relative overpopula- 
tionin Pakistan can be attempted and expected at the present 
Stage through ‘the redistribution/of wealth by’ progressive taxa- 
tion of the rich: Bit. if taxation is too: heavy, it may crush 
Z2 
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enterprise and reduce ee Teeaennts reducing national 
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income. ; ; . ; sary yeaa E 


The purpose of, redistribution will be defeated, if nationahk 


income is reduced by the process of redistribution; Before cutting 
the cake for equal distribution, the size of the cake has to be 
increased: But the i us how. to. dinorease the size of the 
same, . ry MVoa 20 oe jest 
Lastly, einibrations as. es eblicy can i of some 
relief to the problem of overpopulation. But) there are»ssome 
practical difficulties in the way of its proper implementation; 
because even sparsely populated countries now-a-days ‘control, 
immigration of foreigners: with restrictive Jaws. Moreover, \emi- 
grants seldom leave insufficient numbers to »make a serious) hole 
in‘ the population,Not, only that;,emigrants often; have higher 
skills than’ the average among» the population..that »remainsy 
Higpce the necessity of birth controli © ja so ~avoy soett je 
_ Apart from these factors, there .aré) mapy social,, physical, 
Ar eugenic reasons which may be advanced in support of Roviiee 
tion control or family planning in Pakistan. © ©) ©) > 
© (a) Social; Owing:to the complexities: of; modern life womem 
have begun demanding more’ social .and :professional /self> 
realisation and'as a result ‘they have nowebegun taking active’ 
interest in education. The more time and! energy ‘a: woman®puts! 
into: education, the more likely she is to:continue with* her indi- 
vidual career. Though a few educated: women forgo: marriagesand’ 
motherhood, ‘many do; not» There:is a tendency, “however, for: 
those whomarsry to keep 'the family small enough»to) enable, the» 
mother to’ devote a) part of her time to other activities:outside; 
her: hause;: o4? setteorg 10 etedto of) ste tijadea.aeo 22 GE 
(6). Physical. Many (husbands feel it advisable not to’ 


at ; 


any more children in ‘the interest of their wive’s health. Bhysi- a ; : 
cians advise in the interestof the mother's health) that the: 


couple have at least three years’ gaps between child-bir 
they wish t to produce healthy children and:the mother to retains 
hensgitality, .desq od Iiswile avitselleitexbei poiteet sige 
Although child-bearing i is a normal physiological function'ing 
the case of healthy women, it causes an undue’ strain on those 
who suffer from certain diseases—such as: heart diseasey diabetes.» 
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Apart from any specific disease in the mother, continued child 
bearing with little or no interval between successive pregnancies 
may itself constitute an undue strain on her physical condition 
and the spacing of birth so as to allow a return to normal health 


may prove to be a definite necessity. 
(c) Eugenic, In the interests of the nation, it is very impor 


tant that persons having transmissible or hereditary diseases 
should not have children. They should be checked from under- 
taking the venture of procreation by strict legislation so that 
society is not full of imbeciles, idiots, infirms or socially in- 


adequates. 
It is a matter of common knowledge that social customs in 


society are such that many of our eugenically fit cannot have 
families because of low incomes and a number of traditions to 
which the people are accustomed. Without doubt, “thousands 
of these young men and women, physically and morally strong, 
would gladly marry if they knew that they could restrict their 
family so as to rear a few children well.” 

Thus, it is an undisputed fact today that the extended use 
of contraceptive measures is the most powerful weapon and a 
direct means of controlling fertility without checking the enjoy- 
ment of sexual intercourse, besides eradicating and eliminating 
the hereditary diseases from the society. 

Nevertheless, the conclusion that ideally emerges in order 
to maximise real income is that the population policy of Pakistan 
should include at least three measures—a programme of strategic 
emigration, a sustained and vigorous birth-control campaign and 
a scheme for rapid industrialisation, because none of these com- 
plex measures can substitute the others or promise the maximum 
effect if pursued alone. Emigration should be encouraged with a 
view to losing as little as possible in terms of skills and capital. 
Birth control should be diffused with the help of films, radio 
contraceptives, etc. Many of the prejudices against birth control 
are likely to disappear with wider education and vigorous pro- 
paganda. Lastly, industrialisation should be pushed by central 
planning and control. 

It should be noted here that we have so far talked of the 
quantitative aspect of our problem. A sound population policy 
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will have to deal with the qualitative aspect which refers to the 
efficiency of the people, that is, the diseased and medically unfit 
should not be left free to perpetuate hereditary diseases of a 
dangerous character. 

Thus the full effect of this comprehensive population policy 
would be, not to prevent perpetual population growth, but to 
bring about a happy marriage between population growth and 
economic growth. 

Concluding Observation. The principle of benevolence and care 
for the have-notes, which is a universally recognised principle in 
Islam, should, I feel, be the guiding objective of population 
controland family planning. Therefore, if the population explosion, 
as we find in Pakistan, Indonesia, and other countries, poses a 
threat to economic growth whict, aims at raising the living 
standard of degraded humanity, the population control policy is 
perfectly justified just as the rationing of food, which aims at 
balanced distribution of food in a society, is justified ; just as the 
prohibition on slaughtering of cows/goats two days in a week in 
Pakistan tempered by consideration of total welfare of the com- 

munity is justified in spite of the fact that these are quite “‘Halal’’. 
But if the existence of a minority community in a State is at stake 
both politically and economically simply because of numerical 
strength, I shall definitely advocate there not to adopt family 
planning, for this is also consistent with the principle of benevo- 
lence in so far as that community is concerned. 

Broadly speaking, we are inclined to recommend population 
control policy, not only for the world of Islam, but also for the 

rest of the world with the exception of a few countries like’ 
Australia where there isa problem of under-population. But the 
success of population control policy in a country like Pakistan 
depends on the individual consciousness of social responsibility. 
If due to lack of this consciousness people donot react favourably 
to the policy of persuasion adopted by our present Government, 
the Islamic State has a right to intervene. If need be, the State 
can impose progressive taxes on a number of children beyond a 
certain limit. We have record to prove that so far as the early 7 q 
history of financial administration of Islam during the lifetime 
of the Prophet i is concerned, we see a ies evolusicas a 


i ~~ 


Islamic Economics : Theory and Practice 


with persuation and recommendation'and culminating into obli- 
gations and duties enforced with all the power that the society 
could command. This has particularly happened with regard to 
Zakat. 

“In ‘fact, the Islamic State has a mission and vocation to 
falfti—a mission to achieve social justice. If population explosion | rit Goin 
creates a bottleneck in| the way of attaining social] justice, the : | 
Islamic State has a right to handle it accordingly. 


4. Place; of Capital tw Islamic Socio-Economic Set-up 


The Islamic economic system must ‘be free of interest. In 
such a system interest will not be allowed to exert its adverse 
effects on employment, production and distribution, It is for this 
reason that capital has occupied a speciai place in Islamic 
Economics. Here we are inclined to consider capital—*produced 
means of production’ ’—not as.a fundamental factor of production, 
but as,an embodiment of past land and Jabour. In fact, capital 
is produced by the expenditure of labour and the use of natura] 
resources.,It is, in the words of Wicksell, ‘‘a single coherent mass 
of 'saved-up labour,and saved-up land which is aceumulated in’ 
the course of, years.’’2)In an, interest-free society capital cannot, 
therefore, be treated in a sense it is used in capitalistic production. 

Now, we shall confine ourselves toan analysis of the problem 
of accumulation of capitalin the Islamic economic system. Such 
an, analysis may, however, be ipreceded by a brief reference to 
the broad classification of capital which may be regarded from: 
the ‘standpoint of society and from the standpoint of indivi-' 
duals, From the social angle of view, all things, other than land); 
which yield income are to be regarded as capital, including things’ 
in public ownership. Private ‘capitalis anything from which the’ 
individual expects to derive an income. | i 

In modern sense, a Governnent war loan is capital from the 
standpoint of the persons giving’such loan but is not capital from 


oo mo 6 


the social standpoint. . 
Since Islamic economie system stands for a balanced pee 
t 


distinction between private and social capital is immaterial. ys 
. , 005 


2. Lectures om Political Economics, Vol, I, p. 150. 
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high rate of interest means higher rewards on saving, and, there- 
fore, on purely rational grounds, people will save more. But saving 
is the least rational of all things; it is surrounded by al! sorts of 
social customs and inhibitions. There are several motives which 
induce an individual to save. Impelled by the motive of prudence 
and farsight he my save with a view to building up a reserve 
against unforeseen contingencies or rainy days or to make adequate 
provisions for the future education of his children, or the marriage 
of his daughters, or for his old age. Moneyed men enjoy great 
honour and prestige in our society, and so he may dream to be 
counted rich one day and to enjoy power and prestige (motive of 
pride). Lastly, he may be guided by the spirit of pure miserliness 
with an unreasonable dread for spending money on anything what- 
soever (motive of avarice). These motives may be summed up as 
motives of prudence, farsight, improvement, family affection, 

pride and avarice. 

In modern communities, a considerable portion of savings 
comes from such institutions as joint-stock companies, The 
people in charge of these institutions save because of the motive 
of prudence and enterprise. 

Here the point we are making is that capital can grow even 
in an interest-free society. One must not forget that Islam allows 
profit which also acts as an incentive to save, Moreover, only the 
Islamic economic system can make a true and proper use of capi- 
tal. Because under modern capitalistic productive system, we 
find that the benefits of technica] progress achieved by scienee 
can be enjoyed only by relatively wealthy communities whose 
incomes allow a good margin above the level of subsistence. 
Those who live from hand to mouth must necessarily remain 
condemned to eternal poverty, since we can provide for an in- 
creasing stream of output tomorrow only by consenting to reduce 
consumption today, and we cannot do so unless our current in- 
come leaves some margin above subsistence. A comparatively 
wealthy community is thus in an advantageous position for be- 
coming wealthier still, while a poor community finds itself ina 
vicious circlé from which it is difficult to get out. But even weal- 
thy communities have their problems no less bafiling than poor 
communities. Where the systems of private property and private 
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between labour and capita] is the go of the capitalisti¢’ world. 
' organisation-during the 


The growth of workers’ and employers 
last few decades has, therefore, been accompanied by a distinct 


increase in the number and extent of strikes and lockouts 

since a strike is' nothing but’a withdrawal from work wit! 
the design of securing’a return to the same employment under 
better conditions than are offered at the time by employers, it 
affects not only the consumers and producers but also the workers 
themselves. The consumers will be affected simply because of the 
artificial scarcity of goods resulting in a’rise in prices, The pro- 
ducers will be affected simply because of disturbance caused in 
the continuity of production: Again, the stoppage of work due to 
strikeS means the loss of work and wage. 

Similarly, a lockout which is the employer's answer to strike 
is;an act of closing a business enterprise by an employer for the 
purpose of enforcing a decision onthe employees, Obviously;'a 

>] 


lockout causes a stoppage in production and creates the problem 
Thus the industrial conflict resulting in strikes 


of unemployment. 
and lockouts complicates the dual interests of consumers and pro 
ducers, the socio-economic repercussions of which can hardly be 
overestimated. Many attempts have been made to bring a lasting 
compromise between labour and capital but, unfortunately, the 
capitalistic system has failed to achieve any substantial! results 
in this regard. 

the father of modern scientific Socialism, repre- 


But Marx, 
sented a strong protest against the capitalistic approach to the 


problem of relationship between labour and capital. Following 
Smith and Ricardo, Marx developed his famous theory of value 
and surplus value. According to his theory of value, the value of 


any commodity is merely the amount of labour that is ‘‘sociall; 
Thus, according to him, capital being 


necessary for its product 
the embodiment of the past services of labour is a ‘‘congéaled 


labour’. [he capitalist sells the commodities in the market for 
value equal to the full amount of labour used in production. But 


the Jabourer gets his subsistence. The excess is the surplus which 
is pocketed by the capitalist ; it measures the amount of exploita- 
As time goes on this surplus value, 


tion of labour by capital. 
according to him, gets concentrated in fewer and fewer hands 
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which results in growing poverty and misery of the proletariat! 
In due course these workers will combine against their exploiters 
and will overthrow them. Thus will emerge a classless society 
which will end the class struggle. 

But Marx’s prophecy regarding this veiationan ty between 
labour and capital is belied by the actual course of economic 
development in various capitalist countries. Moreover, without 
going into details, it can be said that the labour theory of value 
itself is quite unsatisfactory, because it is not possible to reduce 
all labourers into one grade, as Marx and others have tried to do. 
The theory which ignores the demand side altogether and does 
not recognise the contribution of fixed capital in producing sur- 
plus value cannot solve the problem of labour-capital conflict. 

Islam, on the other hand, does not recognise the exploitation 
of labour by capital, nor does it approve of the elimination of 
the capitalist class and establishment of the classless society. 
Islam recognises the diversity of capacities and talents resulting 
in the diversity in earnings and material reward (Qur’an, iv. 33). 
It does not approve of a dead-level equality in the distribution 
of wealth as that would defeat the very purpose of diversity. 
Naturally, Islam recognises the existence of labour and capital 
in society. The two basic principles laid down in t is connection, 
both in the Qur’an and the Hadith, are that the servant shall do 
his work faithfully and to the best of his ability and that the 
master shall pay him fully for the service rendered. In fact, 
Islam brings about a happy marriage between labour ‘and capital 
by giving the whole problem a moral bent ; it would be clear if 
we an yse the main causes of industrial conflict and’ Tslamic = 
injunctions. The industrial unrest arises mainly from economic 1 
and psychological factors, prevent > a 

“Economic Factor and Islamic Viewpoint. The workers’ sh 
peer remains the ean cause of discontent. aM cea : a 


unrest, This system is opposed, firstly, because it is catcoarenateal 
secondly, because it might be used to cut down the standard day 
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rates ; thirdly, because.it. worsens the employment conditions: 
and, finally, because it adversely affects their health. 
Here it is heartening to quote the Holy Prophet's (be peace 
‘Man has no right in his share in which 


on him) observation: 
everyone 


(,od has no right. Gods share 1s His command to: give 
his due and not to encroach .on what belongs to another.’’ The 


withholding of remuneration for service rendered is the gravest of 
ihe Prophet (peace and blessings 


sins, Aba Hurairah reported : 
‘‘Allah says there are three persons 


of Allah. be on Him) said 
whose adversary, in dispute I shall be on the Day of Resurrection 


a person who makes a promise in My name, then acts unfaithfully; 
a person whio sells a free person and devours his price; anda 
person.who employs a servant and receives fully the labour due 
from him and then does not pay his remuneration” (Bukhari, 34; 
106). Again, it is related on the authority of Ibn Majah that the 
Prophet (be peace on him) said, ‘‘The wages of a labourer must 
be paid to him before the sweat dries upon his body.”? But if it 
is not possible on.the part of the master to pay the wages of the 
labourer for some valid reasons, it is permissible to invest the un- 
paid remuneration in some profitable .business and the servants 
entitled to all profits thus accruing. Ibn ‘Umar said, ‘‘I heard the 
Messenger of Allah:(be peace on him) say ; ‘And the third man said, 
I employed labourers and I paid them their remuneration with the 
exception of one man; he left his dues and went away. So I invested 
his remuneration in a profitable business until it became abundant 
wealth’ (Bukhari, 37: 12), It follows that the employers are not 
entitled to utilise the unpaid wages of the labourers for their own 
purposes. Apart. from, the prompt payment of wages, Islam is 
quite alive to the welfare of the labourers. [hus it_is related on 
the authority of Muhallah of Ibn Hazm that the Prophet (be 
peace on.him) said -*‘It is the duty of the employers to take only 
such. work from their employees which they can easily do. They 
should not be made to labour so that their health is told upon.’ 
[hese hadiths rule out all possibilities of capitalistic aggrandize- 
forestall and supersede the Marxian methods 


ment as well as 
of ‘‘expropriating the expropriators’’. Let us now pass on to the 


3. Quoted in /sladm Kd Iqtisadi Nizdm, p, 295. 
4. Quoted in ibid, 
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psychological cause and the Islamic way of handling it.» +» 
Psychological Catise and the Islamic Viewpoint. In the present- 
day capitalistic system, the labourers believe that the court, 
‘police and other administrative authorities ‘are always’ prejudiced 
against them and are in favour of the employers; Whenever a 
dispute arises anda Strike is called they side with the capitalist 
employer; property rights seem tobe more sacred than«himan 
rights, This also remains as a causal factor of industrial disputes. 
-In‘Islam, however, absolute ownership of everything belongs 
to God alone:(Qur’an, iii. 190). Man is Allah’s vicegerent onieafth. 
Thus legal ownership by the individual is recognised subject to'the 
moral obligation'that’ia all wealth all sections of society and even 
animals have’a right to’ Share (Qur'an, li. 20). In! fact, “‘this sup- 
plementing of legal obligations’ with moral obligations) to be 
discharged’ through voluntary effort runs through every part of 
the Islamic system.’’ Moreover, the sovereignty of the State also 
belongs to Allah, The Hédd of the State is His Caliph. Asa mattér 
of fact, equality of the wliole mankind in the eye of Allah estab- 
lishes a kind of rule of law: which;distinguishes the Islamic State 
from Secular’States. In sucha scheme of society the court cannot 
interpret laws'in the way it likes, the legislature may not,pass 
any laws simply by majority. In fact, the whole code of;conduct 
‘of the State must be consistent with the injunctions of the Holy 
Qur'an and the Sunnah. In suchia state of affairs there is no,scope 
for exploitation and injustice. The interests of the labourers, nay, 
of the whole mankind, arc, therefore, safeguarded in the best,pos- 
sible ways, ATE A isdadod) 
Employers! Interests and Islam. Again, Islamis quite alivetothe _ 
interests of the employers as,well who can also make a positive con- ; 
tributiontowards the welfareof the society; Employers dpiGtiaEs. 
nay, the’interestsofthe society asa whole, may be best safeguarde a 
(a) if the employees, no matter whether they areindustrial e mploy- 
ees or Government employees, act faithfully and honestly, and (0),if 
the employeés work with a high sense of dignity of labour, Since 
the modern Society is drifting towards materialism )to the utter 
neglect of spirittial and moral values of lifejit. is, difficult, rather 
impossible, to get workers imbued with a, spirit of austerity of 
conduct and of a high sense of dignity of labour. Obviously, there 
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is an eternal conflict of interests'between classes in the modern 
society. Islam is for balanced growth of the society for which the 
existence of happy relationship between master and servant js 
considered an essential precondition. That is why Islam has tried 
to impress upon the working class as a whole to work faithfully. 
honestly and with a deep sense of dignity of labour. A number of 
authentic hadiths may be quoted in support of this contention. 


Thus it is related on the authority of Ibn Majah that the Holy 


Prophet (be peace ion him) said : ‘‘The best earning is that of the 


labourer provided he does his job with care and regard for his 
employer.’ 5 In fact, servants who carry out the orders of their 
masters faithfully are,ranked with those who give charity. Ibn 
Musa reported that the Prophet (be peace on him) said: ‘‘The 
faithful treasurer who pays what he is ordered with a willing heart 
is one of those who give charity.’’ Moreover, it is really a duty of 
the servant to act according to the terms of the contract of service. 
The Prophet (be peace on him) said that the Muslims shal] be 
bound by theconditions which they make. Obviously, if conditions 
of service do not entitle the employees to take anything as gift, 
they are entitled only to their wages or remuneration. Abi 
Humaid said, the Prophet (be peace on him) appointed, from 
among the Azd, a man called Ibn al-‘Utbiyyah; for the collection 
of Zakat. When he came, he said, ‘‘This is for you and this was 
given to me as a gift.’’ He (the Prophet) said, ‘‘He should have 
got down in the house of his father or the house of bis mother, 
then he should see whether a gift is given to him or not’ 
(Bukhari, 1: 17). 

Islam also condemns an employee’s misappropriating or 
dishonestly taking any part of the master’s property. Abi 
Hurairah said, ‘‘The Prophet (be peace on him) stood up among 
us, and he spoke about dishonesty and he spoke of the enormity 
of its commitment. He said, ‘I should not see any one of you on 
the Day of Resurrection there being on his neck a goat bleating, 
there being on his neck a horse neighing, so he should cry out “0 
Messenger of Allah ! come to me,’’ and I would say, “I do. not cont- 


rol aught for thee. I delivered the message to thee’’’’ (Bukhari, 


56: 189). The condition described here relates to Resurrection and 


5. Ibid, 
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shat, ANY 
hence it speaks of spiritual experience in physical terms, the 
_ significance being that every dishonesty, great.or small, shall ulti- 
_mately be brought to light and punished. From this it follows that 
in an Islamic State trade unions indulging. in sabotage. aca 


amounts , toa number of activities Tanging. from “soldiering ’’ 


malicious destruction of plants. and equipment cannot be ae 
aged, rather, an Islamic State, is quite competent to frame any 


laws prohibiting trade unions indulging in anti-social activities. 
This is in accordance with the spirit of Islam, . Li niahe ' 
_ Islam has also stressed the importance of dignity. of Jabour 
not only. for the protection of the interests of the employers, but 
also for maximising the _ production. The Holy Propbet himself 
doing. the work of Seating of goats in his earlier days, even such 
_a service is considered honourable and the Prophet's, Companions 
did not disdain the work of a porter. Abii Hurairah reported the 
Prophet (be peace on him) having said, ‘Allah did not raise a 
Prophet but, he, pastured goats.” His. Companions said, ‘And 
thou 2” He said, ‘‘Yes, I used to pasture them for the people. of 
Mecca. for some carats’ (Bukhari, 37: 2). Again, Aba Mas‘ ad said : 
“When the Messenger of Allah. (be peace on him) commanded us 
to give charity, one of us went to the market and carried.a load for 
which he got a ‘mudd’ and some of them are millionaires today. . 
The significance of inculcating the spirit of dignity | of labour 
among different categories of the working class lies in the fact 
that the Muslim countries of today all over | the world are under- 
developed. There i isa crying need for development toimprove the 
lot of common men, a vast majority of whom are still living, below 
starvation level. bee — 
ue rom | the above analysis i it can be said that Islam has s triec 
to -bring 3 about a lasting compromise between labour and _capit ital 
by giving the whole question of relationship a moral bent an by 
king moral obligations on each other as pat! of the faith, Here 
also 1 Islam. proves. superior to secularism which as not succt eel, 
in asmonigusly fitting labour and capital i in a social mos ms ie 
stavistus Qou be! li atdzoawedo-t iain o s80l teum ene. 
nosnibaay #17 fais 6, Conclusion 4 O47 ‘drow beph 
| 21e2y.29ml] Lo 


SUS TT A eu 
ba deeail’ Both the Qur'a in and the Sunnah have la laid ae emphasis 
135 


Islamic Economics : Theory and Practice 
on the proper and efficient cultivation of land. Wastage of land 
in any form is condemned. But cultivation of land should not be 
the only occupation of the people in an Islamic State. The State 
can make rules to ensure that land as a factor of production is 
used in such a way that the objective of the balanced growth is 
achieved for the benefit of the community. The Prophet tried to 
impress upon bis followers to cultivate land by themselves, make 
if a rule that one should retain in his possession so much of land 
as he cultivates himself, 

2. (a) The spirit of the Our’anic law is undoubtedly in favour 
of peasant-proprietorship. Any land tenure system which limits 
the benefit to a few to the neglect of the majority of the people 
is un-I<lamic. Islam condemns landlordism. But the actual form 
and type of peasant-proprietorship is relative to the needs of the 
commupity and is subject to change within the dynamic frame- 
work of growth, Peasant-proprietorship does not mean that every- 
body should have equal portion of land for cultivation. Islam 
recognises the differences in the ability of men and consequent 
differences in income. The Qur’an does not accept any situation 
in which some have too much and some notbing at all. 
(5) The practice of letting out land on a fixed amount of 
produce—a counterpart of interest—in agricultural field ts unlaw- 


‘Umar the 


ful in Islam. 
introduced by 


(c) The land tenure system 
Great is a living testimony to the fact that the Our anic law 


with regard to land is quite practicable. To save the Muslim 
society from the evils of feudalism, Hadrat ‘Umar probibited the 
purchase of land by Muslims in the conquered territories of Syria 
and Iraq He also stopped, not only the practice of distribution 
of land in the conquered territory among the Muslim soldiers, 
buf also impressed upon the people to cultivate the land. The 
Caliph ‘Umar is reported to have taken back some of the lands 
which the Prophet had given to Bilal on the ground that he did 
not cultivate the entire land given to him. He emphasised that 
one must lose one’s right of ownership if one did not cultivate 
land within a term of three years. To my mind, if this condition 
of three years is linked up with the right of ownership, agricultural 
production is likely to go up. However, Hadrat ‘Umar introduced 
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many reforms in ‘the field of agriculture. Different kinds of land 
tenure systems were prevalent during the Caliphate of Hadrat 
‘Umar of which the following systems are the most important : 

(1) Iqta* or individual ownership» . 

(2) Hima 

(3) State-landlordism i atT- % 


(4) Peasant-proprietorship. | | 
(d) The land reform programmes carried out aang the first 


three Plans of Pakistan have shown satisfactory results. We need 

not be complacent about it. We shall have ‘‘to direct the forces 

of economic.and social change tpmards: the establishment of a just 
ry a : eo vize3 29 


society’. 

3. The question of family plan iti in Aslam is a very. con- 
troversial issue because silence of the Qur'an and absence of 
clear rulings from Hadiths have paved the way | for. various inter- 
/pretations with the change of time and: circumstances. However, 
arguments for family planning, appean.to be.more forceful than 
the arguments against the same. The author is inclined to recom- 
mend a comprehensive populations Gomtro) policy dor: the world of 
Islam including Pakistan. © _ 

4. Islam does recognise the share of mere pe share which 
is variable. Thus, it is because of the presence of the element of 
profit that capital can grow éven in’the interest-free’ economy of 
Islam. Various injunctions of the Qur’an go to prove that’ Islam 
‘can bring about a compromise. between two opposites ‘of capital 
‘creation : reduced ‘current consumption and increased ‘future con- 
sumption, thereby allowing capital to play its'trae aS ange pro- 
‘ductive process:°2 vf ded “ft mest awebdacsd e20v70 6 bee 
-§. Islam’ does not recognise the exploitation dd erorBe 
capital, nor does it approve of ‘the elimination of cei 


class from the social framework as we find in the case of Marx’s 
analysis of classless society. ‘Hf the main causes of modern iadus- 


trial conflict as well as the various Islamicinjunctions dré analys- i 
‘ed side by side, one can easily Sa say that Islam safeguards the a 


interests of both labour and capital within its framework 
contained distinct organism: In fact, Islam brings about au 


between labour and capital by giving oy SES ay 
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Appendix to Chapter V 


SOME FATWAS (RULINGS) ON FAMILY 
PLANNING* 


(7) Falwa : The Legality of Contraceplion 

Ats Excellency Ayatollah Hajji Shetkh Bahacddin Mahallat: 

of Tran 
Oueslion : 

Would you permit and is it religiously lawful that a physi- 
clan, tempurarily, prescribes drugs or contraceptive devices’ for 
excessive human reproduction ? 

Answer: 

In the name of God: From the standpoint of the divine law. 
the utilisation of drugs or contraceptive devices, especially if it 
is temporary, to control human fertility does not seem illegal if 
this practice does not lead to damage the female's fecundity and 
make her barren. 

Source: Bahaeddin Mahallati, response to question from Dr. 

Mohammad Sarram in a letter dated Nov. 12, 196¢. 


(2) Fatwa: Law Number 81, Register 43 
Sheskh: Abdul Majid Salim, the Mufur of Egypt 
Ouestion . 

The married man has a child. He fears if he gets many child- 
ren that he may be embarrassed by becoming unable to bring 
them up and take care of them, or that he may.suffer ill-health 
and a nervous breakdown from the inhability to fulfil bis duties 
and responsibilities towards them; or that his wife's health may 
be effected from repeated pregnancies and deliveries without 
having intervals for her to rest and regain her strength and com- 

pensate for what her body lost during pregnancy. 
Does he or his wife have. the right to take some scientific 
measures according to a doctor’s advice which lengthen the inter- 
vals between pregnancies, so that the mother can have rest and 


regain her health, and the father would not be under health, 


economic or social stress ? 


*Keproduced from Birthright, Special Number. 


Some Fatwas (Rulings) on Family Planning 


Answer : 
It is allowed to take some measures to prevent pregnancy 


under the circumstances cited in the question, either by ejaculat- 
ing outside the vagina, or by the woman inserting something ‘to 
shut off the opening of the uterus to ‘prevent entrance " the 
seminal fluid. 

The principle is: that it is not the right of the man to ejacu- 
late outside the vagina except with the permission of his wife 
and that it is not the right of the woman to shut off the opening 
of her uterus except with the permission of the husband. 

But it may be allowed for the man to ejaculate outside the 
vagina without permission of the wife if he is, afraid.of having 
aberrant ofispring, e.g. due to bad living environment, or due to 
the man being in far travels and being afraid about the child. 

By analogy, it may be allowed for the woman to shut off the 
opening of her uterus without permission of husband if, abe has 
reasons for that. 

To sum up: either husband or wife, with the perinissibn of 
the partner, is allowed to take measures to prevent entrance of 
the seminal fluid into the uterus as a method of birth contro}: 
and either of them may take such measures without permission of 
the partner if there are reasons such as those cited or similar ones. 

Is it permissible to do a therapeutic abortion ? According to 
the great authorities in Islam, it is permissible for a pregnant 
woman to terminate pregnancy in the early months before fatal 
movements occur, if the health of the mother is endangered. 

Source: Abdul Majid Salim, fatwa issued from Dar el Efta, 

No. 81, register 43, 12th Dhi al Oaada 1355 (January 
25, 1937), in Journal of the Egyptian. Medical Associa- 
Biscay, vol. 20, No, 7, J uly 127 PP. 54-66. = =? 
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economic Of social! stress ? 
Answer 
The use of medicine to prevent preenancy temporanily is not 
forbidden by rélizion, especially, if repeated pregnancies weaken 
the woman due to insufbcient intervals for ber to rest and recain 
ber bealth. The Koran Says: “,.. Allah desizeth for you ease 
He desireth not bardship for you _. .”” 2/12/1885) -~. . . Andhath 
not laid upon you in religion any hardship. . . “ (22/78). Butthe 
usé of medicine to prevent pregnancy absolutely and permanently 
is forbidden by relizion. 
Seurce: Abdali Fattah el Enani, Fatwa Committee; Azhar 
University, Response to Ouestion No. 6745 by Dr, 


Muhammad Kame! Abdul Razzak, March 10, 1953. 


(4) Falwé- On Birth Conirol 
Advisory Counci on Religious Affairs im Turkey 
We received the inquiry from the General Directorate of 
Health Affairs (No. 10456dated 13-12-60), asking whether measures 
for birth control were legitimate according to the Muslim religion ; 
this inquiry was forwarded to as by the Miurstry of Health (Ne. 
35759, dated 13-12-60) and our council bas exantined the matter. 
Althongh coitus interruptus which could be considered as a 
means of birth control was condemned by certain of the Prophets 
disciples, and by those scholars who followed them, it was con- 
sidered lawful by the scholars among the disciples (including 
sages such as Hazreti Ali, Sa’ad Ibni Ebi Vakkas. Zeyd lbgpi Sabit, 
Ebd Ayyubu ‘] Ensaf Cabir, lbni Abbas, Haorti Hasan Habbab 
Ibni Erett, Ebi Saidi’ i-Hudrf, Abdullah Jbni_Mesud), and, ip 
deference to theit. views, by.all subsequent scholars. 
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nervous breakdown from the inability to fulfil his duties and 
responsibilities towards them ; or that his wife's health may be 
effected from repeated pregnancies and deliveries without having 
intervals for her to rest and regain her strength and compensate 


for what her body lost during pregnancy 
Does he or his wife have the right to take some scientifi 


measures'according to a doctor's advice which lengthen the inter- 


vals between pregnancies, so that the mother can have rest and 
regain-ner health, and the father would not be under. health, 


economic or ‘social’ stress ? 
Answer : | 
The use of medicine to prevent pregnancy temporarily is not 


forbidden by réligion; especially, if repeated pregnancies weaken 


the woman due to’ insufficient intervals for ber to rest dnd regain 
. Allah desireth for you ease. 


her bealth. The Koran Says: “*. . 
He desireth not hardship for you .. . .’’ 2/12/185) ;“*. .. And hath 
. ’ (22/78). But+the 


not laid upon you in religion any hardship 
use of medicine to prevent pregnancy absolutely and permanently 


is forbidden by religion. 
Source: Abdul Fattah el Enani, Fatwa Committee; Azhar 
University, Response to Question No. 6746 by Dr, 


Muhammad <enel Abdul Razzak, March 10, 1953. 


: 


(4) Lalwa: On Birth Control. 
| Advisory Council on Religious Affatrsin T urhey? 

We received the inquiry from ‘the General Directorate of 
Health Affairs (No: 10456dated 13-12-60), asking whether measures 
for birth control were legitimate according’ to the Muslim religion ; 
this inquiry ‘was forwarded to us by thé Ministry of Health (No. 
35759, dated13-12-60) and our council has examined the matter. 
Although coitus interruptus which could be considered asa 
means of birth control was condemned by certain of the Prophet's 
disciples, and by those scholars who followed them, it was con- 


sidered lawful by the scholars among the disciples (including 
sages such as Hazreti Ali, Sa’ad Ibni Ebi Vakkas. Zeyd Ibni Sabit, 


-Ebd Ayyubu ’] Ensaf Cabir, lbni Abbas, Haorti Hasan Habbab 
Ibni Erett, Ebi Saidi’ i-Hudrf, Abdullah Abni, Mesud), and, in 
deference to their, views, by all subsequent; scholars. isd bos as 


140 


Islamic Economics : Theory and Practice 

desirable and gratifying aims. Even the law-giver views multipli- 
city with favour, for multiplicity implies power, influence and 
invulnerability. Ihis is why, in one of the traditions of the P1o- 
phet, marriage with an affectionate prolific woman is strongly 
urged. The tradition says : “Marry the affectionate prolific women, 


for I shall be proud of you among the nations.’’ 
Nevertheless, the lawgiver made marriage with a prolific 


woman and marriage for procreation conditional upon the avail- 
ability of means and the ability to bear the costs of marriage and 
to meet the expenses of child education and training so that child- 
ren may not go to the bad and develop anti-social ways. And 
according to Islamic religious rule (laws change as conditions 
change), marriage should be disallowed if the would-be husband 
is incapable of mecting the expenses of married life. To this, 
reference is clear in the Koran and in the Traditions. The Koran 
says: ‘And let those who do not find a match live in continence 
until God makes them free from want out of his bounty.” The 
Tradition says : ‘‘O young men, whoeyer of you is capable finan- 
cially let him marry, and whoever is not capable let him fast, for 
fasting is preventive,’’ lrom the foregoing verse and the tradi- 
tion, ‘the definite inference is that ‘‘restriction of procreation” is 
legal a fortiers ; because to stop procreation altogether is more 
serious than to limit it. It is a cause for much wonder that those 
who urge celibacy should at the same time hesitate to allow fami- 
ly planning. 

Moreover, there are genuine traditions which allow methods 
for restricting procreation, such as coitus interruptus. For in- 
stance, in the two most reliable collections of traditions, Abu- 
Said is reported to have said that in ome of the raids, he aad 
others captured a number of women, and they used to practise 
coitus interruptus. ‘He also said that they asked the Prophet 
about that and the Prophet said : ‘‘Indeed, do that,’’ and repeat: 
ed it three times, and continued: “No creature to be created 
from now till the Day of Judgment will not but be created,” 
Another report has it that a man said to the Prophet: “I have 
a young wife, I hate that she should be pregnant, and I want 
what men want; but the Jews claim that coitus interruptus is 
minor infanticide.” The Prophet replied, ‘‘The Jews lie. If God 
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desirable and gratifying aims. Even the law-giver views multipli- 
city with favour, for multiplicity implies power, influence and 
invulnerability. This is why; in one of the traditions of the Pro- 
phet, marriage with an affectionate prolific woman is strongly 
urged. The tradition says : ‘Marry the affectionate prolific women, 


for I shall be proud of you among the nations.’’ 
Nevertheless, the lawgiver made marriage with a prolific 


woman and marriage for procreation conditional upon the avail- 
ability of means and the ability to bear the costs of marriage and 
to meet the expenses of child education and training so that child- 
ren may not go to the bad and develop anti-social ways. And 
according to Islamic religious rule (laws change as conditions 
change), marriage should be disallowed if the would-be husband 
is incapable of meeting the expemses of married life. To this, 
reference is clear in the Koran and in the Traditions. The Koran 
says : “‘And let those who do not find a match live in continence 
until God makes them free from want out of his bounty.” The 
Tradition says : ‘‘O young men, whoever of you is capable finan- 
cially let)/ him marry, and whoever is not capable let him fast, for 
fasting is preventive.’’ lrom the foregoing verse and the tradi- 
tion, the definite inference is that ‘‘restriction of procreation”’ is 
legal a fortser: ; because to stop procreation altogether is more 
serious than to limit it. It is a cause for much wonder that those 
who urge celibacy should at the same time hesitate to allow fami- 


ly planning. 

Moreover, there are genuine traditions which allow methods 
for restricting procreation, such as coitus interruptus. For in- 
stance, in the two most reliable collections of traditions, Abu- 
Said is reported to have said that in one of the raids, he and 
others captured a number of women, and they used to practise 
coitus interruptus. He also said that they asked the Prophet 
about that and the Prophet said : “Indeed, do that,”’ and repeat- 
ed it three times, and continued: “No creature to be created 
from now till the Day of Judgment will not but be created,’ 
Another report has it that a man said to the Prophet: “I have 
a young wife, I hate that she should’ be pregnant, and I want 
what men want ; but the Jews claim that coitus interruptus is 
minor infanticide.”” The Prophet replied, ‘*The Jews lie. If God 
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for abortion. 
According gly, we hereby Bive oul 


favour of family planning. 


judgment with confidence in 


Source: Abdullah Al-Oalgili, ‘amily. Planning in Islam,” 


Statement, December, 1964, mimeo issued . by. the 


international Planned Parenthood Federation 


(6) Fatwa: Ruling for Birth Control. 
Al-Syyid Yusof bin Ali Al-Zawawi Mu/ti of Trengganu. 
Malaysia 


“Bismitla-hirrahma-nirrahim Al-hamdulilla-hi wabthi-nasta’inu.”’ 


fhe formation of bodies and associations for the purpose o! 
family. planning;is an act demanded of Muslims by the religious 
Jaws of Islam.,,Muslims. past. and present have thought deepl, 


about 'this subject.and books of hadith (sayings. of the Prophet) 
and jurisprudence in all schools have carried ona long controversy 
y the time of the 


without coming to a definite conclusion. During 
Companions the act of preventing conception was called ‘‘al-azl, 
which means preventing the male semen from entering the female 
womb, lhe Prophet was asked his opinion on the nature of this 
act. His answer was, approximately, ‘‘It is best that you do not 
practise such,acts. Every soul that God has seen. fit to create 
even to the Day of Judginent must-be born nevertheless.”’ (From 
this saying it should be understood that the Prophet did not for- 
bid the practice of birth-control but He nevertheless advised the 
Companions not to indulge in it habitually). 

Muslim theologians speculating upon the position of children 
have wondered whether by right a child belongs to its parents or 
to,.just one of them or whether. by right a child belongs to both 
parents and to socjety in general. Opinions differ according to 
times and situations. Islam is a religion that urges its adherents 
towards unity whether in, faith, economics or health, The teach- 
ings of Islain do not contradict medical science in the least 
where laws of health are concerned. About this all Muslim theolo- 
gians are unanimous. 

The Holy Quraan itself has often stated facts concerning 
health and physical welfare as in the following words of Allah, 
*‘Walwa-lida-tu yurdhi’na aula-dabunna haulaini ka-milain liman 
are-da an yutimma radha- ‘ah wa ‘alal mauluud? lahuu sizquhunna 
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wa kis watuhunna bil ma’ruf bu-tukallafu nafsunilbe wus’ aha-al- 
‘tudha-va wa-lidatun biwala diha waq-mauluudun Jahuu biwala- 
dihy,” which means mothers who wish to breast-feed their infants 
usually do so for about two years (the Quran urges mothers to 
breast-feed their babies, for as proved by medical science a 
mother’s milk contains all the foodstuff necessary to give strength 
to nurture her child). To the fathers is entrusted the responsibility 
of clothing and feeding their families in a decent and suitable 
manner, Every person is given responsibility to the degree of his 
ability. Therefore let not a mother harm her child nor should a 
father do likewise. (This statement is to be taken to mean that 
the mother who is breastfeeding her infant should take care not 
to conceive again so soon for it might harm the little one at her 
breast. rom this statement we can also see that the Ouraan cer- 
tainly does encourage the practice of family-planning). 

In has been told by Asma’ binte Yazid Al-Sakan that she 
once overheard the Prophet saying ‘‘La-taqtuluu aulu-dakum 
sirran fa’innal ghil yudrikul fa-risa fayudo’thiruhu min farasihi”’ 
which means, ‘‘Do not kill your children in secret for ‘al-ghil’ 
(intercourse with a woman while she is breast-feeding her, infant) 
is like a horse-rider in a fight who shall be thrown off the horse 
trampled (this is to show that an infant conceived while its 
mother is breast-feeding another is weak in constitution).” 7] 

Theologians of jurisprudence have concluded that birth con- 
trol is ‘makruh’ (frowned upon because of religious reasons) for 
they regard children as belonging to the community as a whole and 
this conclusion they based upon the words of Syydina Abu Bakr, 
Umar and Ibn Masuud. Birth-control will result in the decrease of 


descendants. Where husbands and wives are concerned, itis ruled 
that it is forbidden for the husband to prevent his semen from 4 A 


entering the wife's womb without her consent unless there are © 


imperative reasons compatible with the rulings of Muslim laws. — 
Examples when incomplete intercourse is permissible occur when — 
the couple is living in a country at war in the cause of Allah 2 nd 


pregnancy, along with the difficulties of travel and war, 
further weaken the woman, for then the necessary rest and 
safeguard of health may not be possible. Among those who concur ~ 
with such opinion is Al-Sheikh al-Hijrah baabici ibnu 
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of escape from the responsibility of bringing up children is un- 
animously judged to be ‘haram’ or forbidden. A Muslim should not 
agree to the practice. Allah has shown His blessings on us in His 
words: “Wulluhu ja’ala Jakum mim anfusikum azwajan waja ala 
min azwjikum bani-na waha-fadatan warazaqakum minathaly- 
ibat,” which means ‘‘Allah has created you and given you your 
wives and from your wives ofisprings and descendants and to you 
are also given gifts of goodly things.” 

Indeed birth-control practised beacuse of poverty and be- 
cause of healih reasons is not accepted by the laws of Islam be- 
cause both government and society are required to look after the 
propagation of their members in order that the society should 
become strong, powerful and great in the eyes of other nations. 

In brief the ruling of religious laws upon this question de- 
pends very much upon the position of both husband and wife. I 
therefore strongly suggest that the government elect a body of 
genuinely responsible individuals with conscience toward God 
and men to see that the purpose of such associations is honestly 
carried out to the advantage of a nution which badly needs fine 
descendants to take over the responsibilities of the future. Such 
a body of men and women of integrity would ensure that the 
associations will wok with inner discipline and in accordance 
with the strictest laws of Islam. 

It is the purpose of such associations to give words of advice, 
wise and sensible, to busbands and wives, so that they might 
safeguard domestic harmony and family health. This is indeed a 
very worthy venture and it should be given full and every 


encouragement. 
Source: Al-Syyid Yusof bin Ali Al-zawawi, ‘‘Ruling for Birth 


Control’’. 
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—al-Qur’an, vij 59 


The wages of a labourer must be paid to him before the 
sweat dries upon his body. | 


—Prophet Muhammad (be peace on him) 
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manent land system was felt during the Caliphate of ‘Umar the 
Great, resulting from the conquest of Iraq, Syria, Iran and Egypt, 
To my mind, the conception of rent in its crude form developed 
not only from ‘Umar’s revolutionary step of prohibiting the pur- 
chase of land by the Muslims in the conquered territories but 
also from his stopping the practice of distributing conquered lands 
among the Muslims, thereby allowing the original tillers to culti- 
vate their lands on payment of Kharfj and Jizyah. 
But the basic question which is agitating the minds of many 
Muslim and non-Muslim scholars is not whether the conception 
of rent developed during the Caliphate of ‘Umar or at some sub- 
sequent stage of Muslim history but whether the fixed rate of rent 
which appears to be synonymous to a fixed rate of interest is 
allowed in Islam, Before answering the question I like to discuss 
the modern concept of economic rent very briefly. According to 
Ricardo, rent is that part of the produce of the soil which is paid 
to the landlord for the use of the original and indestructible pro- 
perties of the soil. Rent, according to Ricardo, is a differential 
surplus. It is the difference between the produce of the superior 
land and that of the inferior land. Rent may also emerge due to 
the scarcity of land in relation to demand. Thus Professor Mar- 
shall has rightly observed that the distinction between ‘‘differential 
rent’’ and “‘scarcity rent’’ is one of approach only. The rent en- 
joyed by a piece of land may be looked upon as a differential 
rent, if we compare its yield with that of an inferior or marginal 
piece of land, when both the pieces of land are worked upon with. 
similar appliances. On the other hand, the rent enjoyed by the 
same piece of land may be looked upon as “‘scarcity rent” which 
emerges because of the scarcity of the total supply relatively to 
the demand for this type of land. Superior lands get high “‘scar- 
city’ rents because of limitation to the total supply of such lands 
relatively to the total demand for them. Alternatively, superior 
lands earn high ‘differential’ rents because of the great difference 
between their produce and the produce of the marginal land. “In 
fact, the essence of the conception of rent is the conception of a 
‘surplus’ earned by a particular unit of a factor of production 
over and above the minimum earnings necessary to induce itto 
do its work. Historically and verbally, this conception is closely — 
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., producing any goods and services but interest may even retard 
‘the value-creating process. Since the lender remains unconcerned 
jwith the use of the loan, the element of the entrepreneur is 


altogether missing, 
Thirdly, in the case of rent the owner of capital himself de- 


termines the pattern, size and utility of the product. Therefore 


it is restricted to definite and purposeful use, whereas in the case 


of interest the real owner does not seem to be interested in the 
economic use of his capital ; therefore, capital is rendered liable 


to abuse. 
Fourthly, in a sense rent does not enter into price. ‘Corn is 


not high because a rent is paid but rent is paid because corn is 
high.’* But interest does enter into price, retards the process of 


production and poor consumers are hard hit 
Pifthly, since the element of loss is very much present in the 


case of rent, the use of capital by the owner for earning rent does 
not create any idle class in the society, whereas the element of loss 
is missing altogether in the case of interest which can make the 
rich richer and the poor poorer. 

Finally, it is true that ‘‘capital is converted and has the 
potentiality to be converted to any property or asset, but this 
potentiality of capital is left to the discretion of the user, viz. the 

- whereas in the 


means or production are vested in the borrower 
other case the capital remains vested in the owner and not the 
OE 


user. [The fact of the matter is that rent on a property or hire on 
an asset is more synonymous to wages and Salary or the margin 
of gross profit determined by the magufacturer or trader on his 
good or ‘remuneration’ charged by any profession; and strictly 


unlike interest on capital’’, 
Wages in Islam, Let vs now switch over to the question. of 


wages in Islam. What is wages ? It refers to the earning of labour, 
We can look at wages from two points of view, the monetary and 
the non-monetary. The quantity of money earned by labour dur 
ing a period of time, say, a month or a week or a day, refers to 

the nominal wages of labour. The real wages of labour which de- 


| 


pends on various sectors like the amount of money wages, oe 
t 


purchasing power of money, etc., may be said to consist in 
quantity of necessaries of life which labour actually earns by | 
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everyone his due and not to encroach on what belongs to an- 
other.”” The Prophet (be peace on him) is also reported to have 
said: ‘“‘The wages of a labourer must be paid to him before 
the sweat dries upon his body.’’ Again, it is related on the 
authority of Ibn Majah that the Prophet (be peace on him) said: 
“It is the duty of the employers to take only such works from 
their employees which they can easily do. They should not be 
made to labour so that their health is told upon.’’ The fact is that 
in a scheme of Islamic society, decent wage is not a concession, 
but a fundamental right, enforceable with all the might of the 
State. Once this reorientation of State attitude has been accom- 
plished, the actual fixation of wage and productivity formulae 
will be a matter of correct adjudication. In all Muslim States of 
the world, there is supreme need for reaffirmation of the progres- 
sive ideals that should govern labour laws and acceptance of the 
principle of universally recognised labour rights such as the right 
to strike, the right to fair wage, that to social security, share in 
profits, etc. The acceptance of these rights does not mean that 
labourers will have unrestricted freedom to do anything ard 
everything. Islam has condemned misappropriation or dishonestly 
taking any part of the master’s property. The Prophet (be peace 
on him) is reported to have said that ‘“‘the best earning is that 
of the labourer provided he does his job with care and regard for his 
employer’’. The Islamic State is competent to curb any anti-social 
activity of the labourer. In fact, Islam stands for the balanced 
growth of society for which a compromise between labour and 
capital is considered to be an essential precondition. We believe 
that if labourers and employers are imbued with the values of 
Islam, prohibition of strikes and lockouts will be unnecessary and 
relatively unimportant. Now, the fundamental problem before 
the Muslim States is not how to probibit or restrict strikes but 
how to inject Islamic values of life into the existing labour- 


capital relationship. 
Differences in Wages. At this stage, it seems necessary to 


analyse whether differences in wages are recognised by Islam. Be- 
cause so far it has been tacitly assumed that all labourers will be 


paid the same rate of wages. But in life, we come across a good 
deal of differences in wages, There are various factors which are 
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categorical. To my knowledge, nobody disputes this. But the 
controversy arises over the distinction between al-Kiba and in- 
terest. One school of thought believes that what Isla.n has pro. 
hibited is al-Riba, not interest. Another schoo) of thought feels 
that there is virtually no distinction between Riba and interest, 
Therefore, the first question which is to be answered is whether 
there is any distinction between al-Riba of the Qur’an and in- 
terest of the capitalist world. Secondly, even if they are one and 
the same, is it possible to have an interest-free society ? The last 
not the least question requiring a careful attention is the differ- 
ence between interest and normal profit. 
Riba and Interest. In order to give an answer whether Riba 
and interest. are one. and the same, one has to understand the 
meaning of al-Ixibain ifs correct historical perspective, The liberal 
meaning of the term which means increase or growth is not 
helpful for the p-rpose of our analysis, because any and every in- 
crease like,the one accruing from trade or manufacture is not 
prohibited. But the use of the definite article “‘al’ before “Riba” 
is. indicative of the fact that Riba refers to that practice ofjtaking 
an increase of the amount due from the debtorj which was pre- 
valent amongst the Arabs and was familiar to them at the time 
of the revelation of the, Qur’4n. Obviously, it should be so, be- 
cause a prohibition which concerns the day-to-day affairs of the 
people should be expressed in familiar language. Consequently, 
the ‘Ulama’, generally, have accepted it. Now we are to see what 
type of Riba was actually then current among the Arabs. A 
number of jurists of great repute tried to define Riba of the 
Jahiliyyab, According to Mujahid (d. 104 4.), “Ribdof the Jabil- 
iyyah, which God has forbidden, was that if a person owed a 
Ioan to another person he would say to him, ‘I would give youso 
much if you grant me extension of time.’”’ Imam Malik (d. 119 11) 
says: “‘In the Jahiiiyyah, the Riba was that when a person gave 
a loan for a specified period and that period expired, the lendér 
would ask the debtor whether he would return the debt or increase 
the amount? If he made the payment it would be accepted, 
otherwise the amount of the debt would be increased and the 


debtor allowed an extension.’’ Ibn Jarir Tabari (d. 310u.),com- 
menting on the verse appearing in Sirah ii. (Baqarah), says: “A 
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Let us now talk of interest. Haberler, in his Prosperily and 
Depression, has rightly observed that ‘‘the explanation and deter 
mination of the interest rate still gives rise to more disagreement 
amongst economists than any other branch of general theory.” We 
shal] later see that all theories of interest fail to answer as to why 
interest is paid, But the consensus of opinion is that interest is 
the fixed addition to borrowed capital. It is argued that this 
fixed addition is a reasonable charge for the use of money em- 

ployed in productive process, whereas Riba refers to usury on 
unproductive loans which prevailed in pre-Islamic days when 
people were not used to productive loans and their influence on 
economic growth. But to me, if there is any difference between 
Riba of the Qur’an and interest of the capitalistic society, it is 
one of degree, not of kind, because both Riba and interest re. 
present excess over capital borrowed. True, Riba was considered 
to be unsophisticated compared to interest. But calling Riba or 
usury by the name of interest will not change its character. The fact 
of the matter is that the term ‘‘excess’’ must be taken in a rela- 
Sive sense, because what is a reasonable ‘‘excess’’ today may be 
considered to be an exorbitant or usurious rate tomorrow. Many 
co-operative societies of the Indo-Pakistan subcontinent used to 
charge 12% to 15% interest and at that time it was regarded as 
reasonable. But today it is considered to be excessive. Therefore, 
the prohibition of Riba means prohibition of all types of excesses 
over borrowed capital whether we call it usury, interest or earn- 
ing of the capital. In fact, capital invested in trade may bring 
an excess called profit, which is variable and implies loss also, 
But capital invested in banking brings interest which is fixed 
and does not imply any loss whatsoever. 
Again, it is not correct to say that in pre-Islamic days loans 
were not granted for productive purposes. We have record to 
Show that the Jews of Medina advanced money not only for con- 
sumptio.ial purposes, but also for trade. Mere existence then of 
‘‘Mudarabah”’ or sleeping partnership among the Arabs was not 
indicative of the fact that productive interest was not in vogue 
among them. The fact is that the difference between productive 
and unproductive loans is a difference of degree. If interest on 
consumption loan is harmful, then interest on productive loan 
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must be harmful, because it enters into the cost of production and 
consequently in price. It is the consumers who are to bear the 
burden of higher prices, Therefore, in ultimate analysis, Riba of | 
the Qur'an and interest of the modern banking are the obverse 
and the reverse of the same coin. Now the preliminary question ‘ 
which has got to be answered iswhy interest is paid. =} 4 
Why Interest is Paid. There is no clear-cut answer to the 
question as to why interest is paid) We find a wide difference of 
opinion among economists regarding the theory of interest. Many 
great ancient thinkers regarded payment of interest as unjust. 
In his Politics, Aristotle compared money to a barren hen which 
laid no eggs. According to him, a piece of money cannot beget 
another piece. In his Laws, Plato condemned interest. The Roman 
Empire was against the charging of interest in its early stages. 
Though interest appeared with the rise of the capitalistic class, 
yet severe restrictions were imposed by the Romans by enacting 
laws on rates of interest. In the Middle Ages, the Christian Church 
prohi eee ate ore i coset ered usury was against 
the principles of common laws, Many early Mercantilists advocat- 
ed a low rate of interest but did not answer the question why 
interest:isipaidiat. alli? bid yada 2qes. jo evitpotoap af tenth! 
- The classical economists like Adam Smith, Ricardo and others 
treated interest as the compensation which the borrower 
the lender for the profit the former abi rv bee 


latter's money. Ricardo observes, * deal can be 
‘made by the use of it, a great ao i gon by theme 
But the classical economists did not explain as to’ how te 7 
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Another set of classica! writers have tried to answer the above 


question from the side of supply. It was Senior who first pointed 


out that the supply 
abstinence. But the idea of abstinence was widely criticised on 


the ground that it suggested positive discomfort, while many of 
A socialist 


of capital or\savings involves a sacrifice or 


the rich people save without the least inconvenience. 
ridiculed Senior by saying that ‘‘the profit of 


writer, Lasalle, 
", It is mainly due to these 


capital is the wage of abstinence 
criticisms that Marshall. substituted the term ‘‘waiting’’ for 
According to him, when a person saves, he does 


‘‘abstinence”’ 
not refrain ie consumption for all times; he merely postpones 


present consumptiou to a future date. Some inducement is need- 
ed just to encourage such a postponement or waiting and that 
inducement is interest. But all postponements to present consump- 
tion or waiting do not need the inducement of interest ; secondly, 
it as impossible to evolve a uniform criterion to judge the price of 
‘‘waiting . lurithermore, this explanation neglects the demand 
side and is, therefore, partial and incomplete. Even the producti- 
vity theory. failed to justify interest. The advocates of this theory 
regard productivity as an inherent property of capital just as 
land is productive of crops. They hold that interest exists be- 
cause Capital leads to greater production than would be the case 
without its capital. Nobody can challenge that capital is produc- 
tive. But it does not explain why a particular rate of interest is 
paid. If interest is paid.because of the productivity of capital, 
then it should be variable; for productivity itself tends to vary from 
one industry to another in the same country io a given period, 
Further, if capital helps labour to.produce more, how much of 
this extra production is due to capital and how much to labour, 
since capital without labour produces nothing ? Again, consump- 
tion loans are not generally treated as productive, yet interest 
has: to be paid on them all the same. It is not clear why a fixed 
interest rate is to be paid for a consumption loan which may be 
used for different sets of consumption, A rich man may use the 
loan for the purchase of a car while 4: poor person may go for 
necessaries of life. In fact, all productivity theories of interest, 
including the most accepted version, the Marginal Productivity 
Theory of Interest, lack dimension. These theories have appa- 
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rently ignored that the economic system is dynamic, but it is 
because of the dynamism of the economic system: A new equilib- 
rium situation is always disturbed with changes in tastes, popula- 
tion, savings and investment pattern and changes in values’ and 
living standards, In economic activity, these variables have a 
tendency to operate in a cumulative and circular way acting and 
reacting upon each other in a complex pattern. To ignore the 
mobility of these variables is to disregara the basic Ate about 
change in economic system. este 

Again, the Austrian school of economists like Bohm Bawerk 
bring in the idea of time perference in the explanation asto why 
interest is paid. According to him, interest arises because men 
prefer present goods to future goods, and because future satisfac- 
tion, when judged from the standpoint of the present, undergoes 
a discount, and interest is this discount. Bohm Bawerk gave 
three reasons as to why people do prefer present satisfaction to 
future satisfaction. They are (a) “the perspective underestimate 
of the future,” (0) ‘the relative scarcity of present goods compared 
to future goods,’’ (c) ‘‘technical superiority over future goods”’. © 

The American economist Irving Fisher accepts the first two 


propositions of Bohm Bawerk but denies the validity of the third. 


According to him, “time-preference’’ is the central fact in the 
theory of interest. It is the preference that an individual has for 
present income over future income, As Fisher-has observed, the 
“technical superiority’’ of present goods is a delusion and is in 
reality a distinguished form of productivity theory ;\as such it jis 
vitiated by the fallacy of petitio principii. If resources are diverted 
more and more from present to future uses, there will’be relative 
over-provision for the future and relative under-provision: for the 
present. Present goods will become scarce and will be valued 


more than future goods, apart from the perspective underestimate 


of the future. The late Lord Keynes ee eee a 


theory on the ground that reward need not be’ paid to an 

for an act of saving. People save, according to him, wheneve 
their income and standard of living allow them to do so’ 
do save for the rainy day, in total disr sregard of the reward 
are expected to get on savings. Savings, in mt 


s, represent 
aninvoluntary act and as such they donot req re the aa 


of city, ae: 
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of any reward or inducement. This explains why the Agio theor: 


of Bohm Bawerk and time-preference theory of Fisher are inapplj 
s, which form the bulk of 


cable in the case of corporate saving 
Savings in advanced countries irrespective of the rate of interest 
[he neo-classical theory of interest which is fundamentally based 
Gohm-Bawerkian theory of interest is not free from this 


on the 
It regards the rate of interest as the facto, 


Keynesian criticism. 
which brings the demand for investment and willingness to Saye 
into equilibrium with one another. Just as the price of a commo- 
dity 1s necessarily fixed at that point where the demand for it is 
equal to supply, so the rate of interest is necessarily fixed at that 
point where the, amount.of investment of that rate of interest is 
equal to the amount of saving at that rate. The rate of interest, 
then, is, according to the neo-classical theory, determined by the 
supply of and demand for loanable funds. All monetary theories 
of interest, including the loanable fund theory, appear to have 
coniused between the problem of exchange and the problem of 
/ 


While the theory of price refers to a problemo 


distribution. 
exchange, the theory of interest refers to a problem of distribution 


DThe-last, not least, is the cont:ibution made by Lord Keynes in 
While there is general agreement that 


the theory of interest. 
the concept of liquidity preference of Keynes introduces a wel 
st, there is a 


come new variable to the classical theory of interest 
general reluctance to accept Keynes's claim that the new theory 
replaces the traditiona] interest theory. Although Keynes's 


theory ignores altogether the twin influences of the ideas of 
' yet his theory is to some extent 


‘“‘thrift’’ and ‘‘productivity, 
analcgous to’ Bohm .Bawerk’'s theory of interest. What he calls 
‘‘the perspective underestimate of the future’’ and Ilisher calls 
‘‘time-preference,’’ Keynes calls ‘‘propensity to consume’’, Both, 
in effect, are based on a subjective prototype—the preference for 
present over future goods, One regards iaterest as a premium on 
present goods, the other as a reward for parting with liquidity, 
In substance, they are one and the same thing 

{rom the above brief survey of all theories of interest, it ap 
pears that the economists have failed to discover a clear and 
categorical answer to the question why interest is paid. Instead 
some of them only explain how it is determined without taking 
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note of the fact that fixation of the rate of interest in’ advance 


curbs the innate mobility of production and growth, © a 
Islamic Theory of Capital. Islam does recogtiise capital and 
its role in the process of production. Islam recognises its share in 
national wealth only to the extent of its contribution, to be deter- 
mined as a variable percentage of the profits earned rather than a 
fixed percentage of the capital itself. In a restricted sense, the 
Islamic theory of capital recognises not only ‘the classical ideas of 
thrift and productivity but also the Keynesian ideas of liquidity 
preference because, in Islam, capital is productive in the sense 
thatlabour assisted by capital produces more than without capital. 
Again, profits which are allowed by Islam are the result of invest- 
ments in production which is a time-consuming process. It is the 
profit motive which induces an individual to ‘save and invest 


and thereby postpone present consumption toa future date. Thus 
the Islamic theory of capital is more realistic, more Compre- 
hensive and more ethical! than the modern theories of capital. It 
is realistic, because the productivity of capital which is “subject 
to change is related to the actualities of production ‘which is 
supposed to be mobile in the dynamic setting of growth ; itis 
comprehensive, because it takes note of all variables like currency; 
population, inventions, habits, tastes, living standards, time-lag 
and what not ; it is ethical, because the variable share of Capital 
in an Islamic State must be just and equitable and mnst be freé 
of exploitation of other agents of production which contribute to 
the creation of national wealth. Therefore, in the Islamic social 
framework fixed interest on capital is not allowed to exercise its 
harmful effects on the economy. In other words, Islam believes in 
an interest-free economy Now the qubstion utised Is it possible? 
I shall now try to frame an answer to this great question. © ~~ 
Possibility of An Interest-Free Economy. ‘True; ‘economic 
values of Islam have not’ been given any fair trial by the mod. ol 
Muslim world. But it has lost none of its cogency with ad i 
passage of time, because Islam is timeless. Thus while 1 Cae 
fundamentals of Islamic economic values will remain valid fot 


ages, the details may change through exercise of Ijtihad. 
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fore, it is my conviction that even today it is quite possible to 
have an interest-free economic set-up, a-set-up. which will; J -an :: oe 
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of any reward or inducement. This explains why the Agio theory 
of Bohm Bawerk and time-preference theory of Fisher are inappj. 
cable in the case of corporate savings, which form the bulk of 
Savings in advanced countries irrespective of the rate of interest. 
The neo-classical theory of interest which is fundamentally baseq 


on the Bohm-Bawerkian theory of interest is not free from this 
Keynesian criticism, It regards the rate of interest as the factor 
which brings the demand for investment and willingness to save 


into equilibrium with one another. Just as the price of a commo- 
dity is necessarily fixed at that point where the demand for it is 
equal to supply, so the rate of interest is necessarily fixed at that 
point where the,amount of investment of that rate of interest is 
equal to the. amount.of saving at that rate. The rate of interest, 
then, jis, according to the neo-classical theory, determined by the 
supply of and demand for loanable funds. All monetary theories 
of interest, including the loanable fund theory, appear to have 
confused between the problem of exchange and the problem of 
distribution, While the theory of price refers to a problem of 
exchange, the theory of interest refers to a problem of distribution, 
-The-last, not least, is the contiibution made by Lord Keynes in 
the theory of interest. While there is general agreement that 
the concept of liquidity preference of Keynes introduces a wel- 
come new variable,to the classical theory of interest, there is a 
general reluctance.to accept Keynes’s claim that the new theory 
qeplaces the traditional interest theory. Although Keynes's 
theory. ignores, altogether the twin influences of the ideas of 
“‘thrift’’ and ‘‘productivity,’’ yet his theory is to some extent 
analogous to’ Bohm ,Bawerk’s theory of interest. What he calls 
‘‘the perspective underestimate of the future’’ and I’isher calls 
‘‘time-preference,’’ Keynes calls ‘‘propensity to consume’, Both, 
in effect, are based on a subjective prototype—the preference for 


nimseritic over future goods, One regards interest as a premium on 
present goods, the other as a reward for parting with ie: 


In substance, they are one and the same thing. 

_, From the above brief survey of all theories of interest, it ps 
pears that the economists have failed to discover a clear and 
categorical answer to the question why interest is paid. Instead, 
some. of them only explain how it is determined without taking 
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sure, be a definite improvement over the so-called capitalistic and 
socialistic economic system. By retaining incentive to work 
through profit motive, the interest-free economy of Islam will, on 
the one hand, ensure maximum production and thus preserve one 
of the basic features of the capitalistic system. By prohibiting fixed 
interest on capital and disallowing the growth of the capitalist 
class in the economy, it will, on the other hand, ensur equitable 
distribution of national income for which the socialistic system 
Stands. It is not a mere compromise x the interest-free economy 
as propounded by Islam is more than a compromise in the sense 
that it regards man.as a complete socio-moral creature, not 
merely an “‘economic creature,’’ and provides a system so co- 
ordinated as to enable man to accomplish both his spiritual 
and temporal values.,It is because of th2 determination and 
dedication of the poeple that we have capitalistic and socialist; 
economics co-existing despite being diametrically opposed to 
each other. Again, it is because of the same determination and 
sacrifice of the people that Pakistanis belied apprehensions of al! 
by converting a so-called ‘‘uneconomic entity’”’ like Pakistan into 
an economic entity envied by many. Lastly, 
an utter lack of the same determination and dedication that no 
Muslim ,State has ever tried an interest-free economic system, 
That many. Muslim countries have given legal sanction to the pay- 
ment of interest is indicative of the fact that they are still under 
the vicious influence of Capitalism in some way or the other. The 
fact is that the interest-free economy will be successful only when 
it will come out of conviction of the society, not out of imposition 
of the system from outside.\, Therefore, sincere and honest efforts 
must be made to educate the people with the values of Islam, 
because every institution or system reflects the ideas of man 
current in a given period of time.) So it would be a blunder if any 
Muslim State starts implementing the principles of an interest- 
free economic system in the existing institutions without imbuing 
the people with the spirit of Islam, It would be just like con- 
Structing a huge university building without making any provision 
flor teachers. Once a Muslim State is in a position to inculcate 
the Islamic spirit and its life-philosophy, it may go ahead with 
the implementation of the scheme of an interest-free economic 


it 1s because of 
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system. At this stage, it is necessary to explain why an interest- 
less economy would be better than an economy with interest. ‘1 
propose to discuss this issue under the following headings: (@)’ 
Interest and Capitalism; (6) Interest and Saving-Investment 
Relationship ; (c) Interest and Unemployment ; (d) Interest and) 
Depression ; (e) Interest and Scarcity of Resources ; ( f )’ Interest: 
and Debt-servicing Problem; (g) Interest and ae tite pe oe 
Countries ; and (A) Interest and World Peace. 

(a) Interest and Capitalssm. It is interest which, in its ulti- 
mate analysis, is responsible for the growth of capitalists in the 
society. In a socialistic economy, there can be no question of 
payment of interest, because all savings are collective savings 
made by the State before the income is distributed among’ 
labourers. But in a planless capitalistic economy, through the 
temptation of security and interest, savings are generally mobilised 
for capital formation on individual, corporate and governmental 
basis. The rise of these groups of individuals seems to have its’ 
origin largely in the historical accident that some economic acti-» 
vities are first started by them which meet with success which, in: 
its turn, has a tendency to operate in a cumulative and circular 
way acting and reacting upon each other in a complex pattern of 
economic growth. When this powerful class of capitalists invest 
their own capital along with the capital of the other people,’ 
they ensure the lion’s share of production for® themselves; ’ 
‘Having satisfied the real contributors of capital with security 
and a meagre amount of interest to them, the capitalist be- 
comes free to regulate its employment, pocket the entire return 
he gets out of it, and often at the cost of the direct return of» 
those very factors of production which placed their capital in his” 
hands.” In this process of production, the capitalist class become 
so powerful that they dominate all possible spheres of life: Tt? 
vitiates social life by making man selfish and <uccsn a ‘ 
because every activity is motivated by money alone It vitiat tes” a 
economic life, because by holding the ‘“‘means”’ of production i yt 
their hands the capitalists, in order to earn their maximum” — 
profits, do not only not hesitate to create unnatural demands of* 
extremely harmful goods like alcohol, cigarettes, etc., but’ alsa 
form monopolies and cartels, When the politicians’ under di 
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popular pressure try to cut capitalists to size through various 
measures including progressive taxation, they are flouted through 
evasion of taxes, hoarding, blackmarketing, smuggling, adultera. 
tion of products including even the necessaries of life. Lastly, the 
capitalists vitiate the political life of a nation through their 
dictatorship in the economic life of the community. In modern 


capitalistic countries we find that contesting for the office of the 
President is a huge expensive affair. In spite of popular pressure 


the politicians must play to the tunes of and work in collabora 
tion with the capitalists. In such a system only a capitalist or a 
person supported by him could dare contest for and capture poli- 
tical office. Therefore, the less fortunate and the poorer masses of 
the society learn to live in inhuman misery and are left completely 
at the mercy of the capitalists. 

Ihe interest-free economy, as advocated by Islan, is the only 
solution to mitigate the sufferings of the degraded humanity of 
the capitalistic economic system. Because under the Islamic 
economic system a great part of the economy will be under State 
planning and a great part of the savings will be collective savings 
made by the State for the exclusive welfare of the people, and the 
share of capital will be recognised only through norma! profit. 
This is how the artificial class of capitalists is eliminated ; social, 
economic and political life is purified through the spirit of 
co-operation and good-will. 

(5) Interest and Saving-Investment Relationshtp. It is argued 
that in the absence of interest, savings could not be mobilised 
for capital formation and, therefore, the need for interest-bearing 
capital actually arose with the development of large-scale industry 
and commerce. Ihe most scathing attacks on this contention 
have come from Keynes who has denied that savings as such do 
not require any inducement in the shape of interest. Most savings 
are involuntary in character and as such they do not require any 
special reward by way of interest. Even if it is admitted that the 
rate of interest has some influence on marginal savings, the neo- 
classical contention is. vitiated by the assumption of constant 
income, that savings and investment 
are always and necessarily equal, their equality being brought 
about by changes in the level of income resulting from investment 


I,eynes has tried to prove 
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Even in the absence of inducement by interest, there is likely 

to be more savings and more investments and consequently more. 
incomes, partly because of the charm of higher margin of profit» 
and partly because of lesser risk of loss. It is due to the direct 
participation of the people in the process of production that the 
return from investment is likely to be proper and just without 
lion’s share thereof being exploited by the capitalist. Again, the: 
decisions of policy-making being so broadbased and largely parti-' 
cipated, the chances of unwise and hazardous investment would 
bereduced, thereby reducing the risk of loss to the minimum. 

Moreover, production of goods and services, keeping in view the 

social utility under proper State planning based on co-operation 

of the people, would certainly be better than uncontrolled pro- 

duction of wasteful goods and services under Capitalism. 

(c) Interest and Unemployment. It may sound strange to many 


modern thinkers obsessed by capitalistic ideas that interest stands 
in the way of fuller utilisation of resources, thereby creating 


unemployment in society. It creates unemployment both from 
the standpoint of supply and demand for investment funds. Even 
if it is admitted that the positive rate of interest (say, 5°) 
induces the marginal savers to save, this means that this class of 
savers will not participate in any activity which is likely to yield 
a return less than the current rate of interest (say, 5%). In a 
capitalistic economy, it is not possible to utilise the services of 
this class of savers who are not’ supposed to participate in the 
productive process. nt 
Similarly, the demand for capital is governed by the profit! 
ableness of investment relating to the rate of interest. Having 
regard to his own means, each entrepreneur will push the invest- 
ment of capital until, what appears in his judgment ‘to be, the 
margin of profitableness is reached ; and that margin is not a fixed 
point but ‘‘boundry-line cutting one after another every possible 
line of investment, and moving irregularly outwards: in’ ally 
directions whenever there is a fall in the rate of interest or ch 
extra capital can be obtained. It follows that interest holds back’ 
investment in the production, and marginal efficiency of c ber? ital 
itself is pulled down by the rate of interest, In his Gem ma | 
Theory, Keynes has rightly observed : “‘It seems thatethesnats 
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interest om money plays a’ peculiar part in setting a limit to th, 
level of employment, since it sets a standard to which margina) 
efticiency of a capital asset must attain if it is to be newly 
produced’’ (p. 235). 
(2) Interest and Depression. Without making any active cop. 
tribution of its own to production, the capitalist class thrives 
and prospers not only at the cost of other factors of production 
but also at the’cost of poor consumers. It is a blatant means of 
unearned income ; it is resented by the worker who considers that 
he is thereby deprived of a part of the fruits of bis labour; con. 
sumers are also exploited, because interest enters into the cost of 
production and thereby delays recovery when depression attacks 
trade, commerce and industry. While giving account of Veblen’s 
teachings, W.C. Mitchell has ably explained how interest plays 
a vital part in bringing about crisis under Capitalism. 
He observed : ‘‘When times are good, prices rise, profits are 
high, business men borrow freely and enlarge their utput. But 
such prosperity. works its own undoing. The substantial security 
behind the loans is prospective net earnings capitalized at the 
current rate of interest. When the rate of interest rises, it does 
during prosperity, the capitalized value of a given net income de- 
clines, and. the loans become less safe. More than that net earn- 
ings) in many cases prove less than had been expected in the 
optimistic days of the nascent boom. Prices cannot be pushed up 
indefinitely ; the costs of doing business rise and encroach upon 
profits ; bank reserves fall and it becomes difficult to get addi- 
tional. profit. When fading profits are added to high interest, 
creditors become nervous. In such-a strained situation the em- 
barrassment of a few conspicuous concerns will bring down;the 
unstable structure which had seemed so imposing, a’ demand for 
liquidation starts and spreads rapidly for the entenprisers, pressed 
for payment, put pressure on their debtors to pay up. 5o pros- 
perity ends in a crisis followed by depression.” 
(d) Interest and Scarcity of Resources. It is argued that need for 
payment of interest arises from scarcity of resources, Because if 
capital resources are used for production of one particular assort- 
ment of goods and services, they have to be withdrawn from an- 


other assortment. It is, therefore, said that the concept of therate 
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of interest is not altogether useless even in a Socialist State. The 
whole argument is fallacious, because Islam, does recognise the 
share of capital in the productive process. What Islam does not 
jook with favour is the fixed return for capital irrespective of its 
contribution, Since the resources are not numerous. the Islamic 
State will have to allocate its total resources among different 
avenues in the descending order of their relative profitableness. 
Those projects which are likely to yield the maximum.,re- 
turns will be taken up first. The surplus resources will be devoted 
to projects which stand nextin their order of profitableness, and it 
is practically certain that all resources will be exhausted before all 
conceivable projects are fulfilled. In such an economy there is every 
possibility of the maximum utilisation of resources and the maxi- 
mum level of employment will be reached. The fact is that if a 
community grows richer due to the fullest exploitation of her re- 
sources, and if it is accompanied by constant or declining growth 
in population, its propensity to consume is likely to decline. The 
proportion of income spent on consumption tends to, diminish 
and the proportion that is saved tends to increase as the total in- 
come increases. This is likely to depress present consumption 
demand as well as the demand for investement funds. Hence the 
rate of interest is likely to fall to zero in a prefectly organised 
community, In such an economy there is ample scope for earning 
money by enterprise. As Keynes observed: ‘‘Though the rentier 
would disappear, there would still be room, nevertheless, for enter- 
prise and skill in the estimation of prospective yields about 
which opinions could differ. For the above relates primarily to 
the pure rate of interest apart from any allowance for risk and the 
like and not to the gross yield of assets including the return.in 
respect of risk, Thus unless the pure rate of interest were to be 
held at negative figure, there would still be a positive yield to 
skilled investment in individual assets having a doubtful prospec- 
tive yield provided there was some measurable unwillingness to — 
undertake risk; there would also be a positive net yield from the — 
aggregate of such assets over a period of time. But it is not un- — 
likely that in such circumstances, the eagerness to obtain a yield — 
from doubtful investements might be such that would show in ~ 
the aggregate a negative net yield.’’ We have already men y 
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that in the interest-free society of Islem, the possibility of such 


“a negative net yield” is likely to be reduced to the minimum 


because of the joint and co-operative efforts of all the sectors of 
the economy. 

(f) Interest and Debt-servicing Problem. 1 is not difficult to 
show that the rate of interest acts as a hindrance in the way of 
better development of the world. The debt-servicing problem is a 
standing puzzle for almostall developing States like Pakistan, In- 
donesia, India, etc. It is universally recognised that foreign loans 
and aids play a very significant part in the economic develop. 
ment of all underdeveloped countries, But, in ultimate analysis, 
loans require an export of resources from the borrower countries 
in an amount equivalent to the sum of principal plus interest, if 
the loans are interest-bearing loreign credits consequently raise 

questions about the capacity of the borrower countries to export to 
those countries and earn vital foreign exchange. This is not the end 
of the story. A higher rate of interest also means a higher price of 
loans, Borrowing nations have started finding that higher interest 
rates swallow up most of al] of any new finance they are able to 
obtain. Pakistan, for instance, paid on amount of $ 109 million 
to Consortium members by way of interest and amortisation 
which constitute over one-fourth of the disbursements from the 
Consortium sources in 1967-8. India, with a large overseas debt, 
could be in danger of taxing her borrowing powers to the limit 
merely to service existing debt. She would be pedalling hard to 
stay in the same place. The Middle Eastern and African countries 
increased tbeir debt by nearly 90%,.to a total of $ 4°9 million in 
1958 and so on. The debt-servicing problem is thus a great con- 
cern for all developing countries such as Pakistan, which depend 
on a large measure of international aid. Development loans with 
out interest are likely to bring about a definite improvement 
on the existing pattern of world trade, world production and 
world co-operation. Consequently a significant improvement is 
likely to occur in the economic position of the less developed 
countries. Because all reconstruction or development loans with- 
out interest will, in the long run, enlarge the production base and 
export potential of the receiving countries which, in turn, improve 
their competitive position in world markets. The new pattern of 
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foreiga trade and investment throvgh co-operation, which .wil] 
then be registered in the balance of payments accounts, will 
modify the pattern for later periods, not only in aid-receiving 
countries but also in aid-giving as well as other countries. Thus 
humanity as a whole will be getting the maximum advantage out 
of the most efficient use of human and natural resources God has 
given to mankind. 
(2) Interest and Underdeveloped Countries. All hidadiiaeiaaad 
countries in general and Muslim countries in particular may 
switch over to interest-free economy in well-planned stages for 
not having a well-knit, integrated and developed system of 
financial institutions. It is a recognised fact that the quantita- 
tive flow of funds into channels compatible with a planned -in- 
vestment programme requires the existence and proper develop- 
ment of financial institutions through which that task is to be 
accomplished. Thus the limited role of the interest rate policy 
in underdeveloped Muslim countries can be understood from the 
fact that conditions necessary for the effectiveness of a flexible 
rate of interest, such as a developed bill market anda general 
discount market, the rationlised and highly sensitive assets struc- 
ture of banks and the high chance of development of capital 
markets, etc., are in most of them either totally unobtainable or 
only insignificantly present, In the advanced system of monetary 
management, a small increase in consumption expenditure stimu- 
lates a relatively large increase in investment expenditure, It 
suggests a degree of sensitivity in the latter which should give the 
monetary authority, through indirect control over the rate of in- 
terest, a guiding role in the direction and tempo of income move- 
ments, but in an underdeveloped system such sensitivity is 
utterly lacking and, therefore, interest rate policy is worthless 
as an instrument of control. So what is needed is a more direct 
control of the entire commodity market all the way from pro- 
duction to distribution so that price aabilite. is achieved .and — 


for potential investment, Without. “slavish imitation’? of advance 
countries, underdeveloped Muslim countries shall have. to go 
deep into their socio-economic problems so that they can evolve — 
systems of their own, based on the economic philosophy of Islam — 
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and can give the:world.a better solution to all the economic jj}. 
of humanity. 

(A) Interest and World Peace. 
ineffectiveness of the interest rate policy in accelerating the pro. 
cess of growth from the pure economic standpoint. Now we like 


to discuss as to how interest rate on loans can stand in the way, 
' the necessity 


So far we have discussed the 


of creating a better world to live in. Fundamentally, 
for loans arises from the needs of the ‘‘have-nots’’. Only a 
society of ‘thaves’’ can afford to advance loans to a society of 
‘“‘have-nots’’. Therefore, charging of interest in any form on loans 
is a negation of the universal principle of brotherhood of man and 
co-operation. It is a naked exploitation of the brother’s needs. It 
appears a sif the whole humanity has been lost in the sea of 
materialism. Interest uproots the very foundation of humanity, 
mutual help and sympathy, and creates in man selfishness, Al! 
the persons in such society have a tendency to indulge in a con 
stant tussle motivated by ‘‘money”’ alone. What is applicable at 
the national level is equally applicable at the international! 
level. Today, we find how a creditor nation holds a debtor 
nation in bondage through usurious loans. It is not a theory 
but a verdict of history that ‘‘since the lirst Great War, inter- 
national] loans, directly or indirectly controlled by the Loans 
Committee of the League of Nations, have similarly been floated 
in the Danubian States and Balkan countries, The payments of 
interest on these debts have brought added misery to these 
countries during a period of unparalleled international deflation, 
and that most, if not all, of them, were in partial or total 
default.’’ In spite of this, investigations conducted by the late 
League of Nations resulted in suggestions for reorganising the 
internal economy and increased taxation in the debtor countries, 
so that ‘‘service’’ on these loans can be facilitated. Was it not an 
economic exploitation by the “haves’’ of the ‘‘have-nots”. My 
answer is in the affiimative. Thus this type of exploitation, either 
in domestic or in international sphere, inevitably leads to domi- 
nation by the exploiters, and develops into a potential threat to 
peace. 
So far we have analysed the harmful effects of interest on 
the existing scheme of society. Taken all in all, we'can safely say 
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that ‘ifinterest is abolished, we can conceive of a setidd ‘if = 
a perfectly, ideal socio-economic order. i 
Profit and Interest. With this conclusion, we are now butane 
into the final phase of our discussion relating to difference be- 
tween profit and interest. Before we take up the point at issue we 
like to say a few words about the type of profit Islam has allow- 
ed, Islam has recognised the acceptance of profit only in a restrict- 
ed sense. Because unrestricted and abnormal profit which a capi- 
talist earns is a clear exploitation of the society. This type of profit 
is generally the result of monopolies and cartels which become the 
main feature of the capitalistic economy. But monopolies, the cor- 
nering of commodities, holding back of produce from the market 
in expectation of a rise in prices, are prohibited in Islam, because 
they are all negation of beneficence. Therefore, Islam is for normal 
profit which refers to that level of profit at which there is appa- 
rently no. tendency for new firms to enter in’a given trade or for 
old firms to disappear out of it. This tendency is not enough. The 
fundamental principle which should be kept im view is ‘that no 


section.of society is deprived of its SH grace share in the pro- 
| eeagi vis 


4 
a #i¢€ - 


cess of production. — 
While Islam has recognised: en Siofitk it bier prohibited 


interest. On scrutiny it would be seen that the’ transactions and 

returns in/both)the cases are different in nature, In the former, the 

Jender becomes unconcerned with the use of loan after the loan is 

secured and interest thereon guaranteed. In the case of profit, the 
owner of the firm remains involved in and concerned with the use 
-by the user throughout. It follows that interest is not the result 
of any productive effort whereas the profit is. Since in the case 
of interest, productive effort is not at all made by the jender, 
the element of entrepreneur is absent altogether, whereas in the 
case of profit, that element remiins alive throughout wep 


cess of productionand marketing! Thus in’ the case of interes 


a 


the real owner of capital is generally missing from: product tive e 


. 


the economic use of his capital; ‘the eatreprenentil dc We 
new inventions and tries to create new’ fashions in order tc 


process, whereas for profit, the real owner does dete mine 


crease his profits. Thus profit is the ‘reward of ‘progress. ‘Finally, 


in the case of interest, the element of loss is altogether missing 
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beacause it is fixed and certain, whereas profit is a payment fo, 


the assumption of risks by the entrepreneur. It is the entrepre 
neur s income which is uncertain and unknown, It is uncertain. 


Distribution of Income and Wealth in Islam 


(i A son of a deceased person will get the share of ‘two 
daughters. It follows that every brother will get double the share 
of his sister. But in all cases, the wife of the deceased will be 


getting one-eighth of the total share. For example: 


Situation No. 1 Situation No. 2 


because it is residual in nature. Since the assumption of risk isa 

disutility, it is to be paid for in the form of profit, It is ua. 

known, because superior entrepreneurs can earn higher profit by 13 Dead Man » ) 9 Dead Man. ri 

Virtue of their organising abilility or other mental and physical E vat ji ies tes | —__—_t | 
2ecause ol lf Son Wife — §on © Daughter 


I-$=) 3 UH )xP =P) xt=si 


Capacities compared to their inferior counterparts 

these vast differences, Islam has allowed profit and condemned Ath 
interest. Surely, ‘‘Allah hath permitted trade and forbidden | | | | 

(47) If a man dies leaving behind a daughter and wife, the 

daughter will get half of the property ; if he leaves behind more 


usury,’ 
than one daughter, they will be getting two-third of the viata 


of the deceased. For example : 


4. Islamic Law of Inheritance and Its Economic 
Situation No, 3 


Stentficance 

The Islamic law of inheritance has brought about a silent Dead Man tC 1) > 
revolution in the whole philosophy of distribution of wealth and saul ) ; : AES eee 
introduced a new technique, unheard of before, of increasing ml | | Daughtee | Brother ten fliw mn Per 
national wealth through participation of women in €CONOMIC ac- | ahd } ya 49)K2= 42 <aTpxiast 
tivities. But the question arises : What is inheritance ¢ According : : TS 
to the Encyclopaedia of Social Sciences, ‘‘Inheritance is the entry of ie | Situation No. 4 © ey , 
living persons into the possession of dead persons’ property and Dead Man + 
exists in some form wherever the institution of private property eee 
is recognised as the basis of the social and economic system. But ab . the Nor : Daughter axial : 

3 = fxd=30 * §X4=} 1-04 Dt 


the actual! forms of inheritance and the laws and customs govern 
ing it differ very greatly from country to country and from time 
to time. Changed ways of owning and using property will always 
bring with them in the long run alteration in the laws and pra: 


tices relating to the inheritance of wealth. 


ea a. te)- 

(1) We have seen that normally wife will get one-eighth of 
the property of the deceased husband. But if he leaves behind wife 
only, the wife will get one-fourth of the property. For example : 

Situation No. 6 


Situation No. § 


The Islamic law of inheritance is, however, assumed to be 
founded on certain passages of the Holy Our’an, the inadequacy ~~~ Dead Man | Dead Man => 
of which is indicative of the fact that the role of reason is tre- 19391? | yeas es st 
cognised in Islam. Thus shora of sectarian differences and: hair- a | eI ) ey 
AWile it 26 op Son Wife - Brother See 
po ash Fax fet he 


splittingfof jurists, the Islamic law of inheritance is at the present 
day a fixed, scientific and beautifully harmonious system, With- 
out going into each and every detail we propose to illustrate 
below a few generally accepted rules derived from the Our’Anand 


the Hadith. 


(iv) Ifa wife. eae property leaves behind her h 
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But if shei¢aves bebind any issue, the husband will get one-four; 


of the property. For example: 
Situation No. 8 
Dead Woman 


Situation No. 7 
Dead Woman 
| 


Husband Brother Husband Daughter 
; ; i l—ij=3 
(v) If a son leaves behind his wife and parents and a brother 
the brother will get nothing. But father will get one-sixth of the 
property even uf he leaves behind son or daughter. For example 
Situation No, 9 
Dead Son 


— lesen — 


ee - 


Wile Father Mother Brother 
i (1-2) x f=} (l—4)x}=2 v 
(vs) If a man leaves behind only a mother and a brother. 
mother will get one-third of the property; if not, she will be 
getting one-sixth of the property in any case. For example 


Situation No. 10 Situation No. 11 


Dead Man Dead Man 
ae at ee 
| | | ~— | | 
Mother Brother Mother Father Son 
F é 2 ; 1—(4+%)=} 


(vis) lf a nan leaves behind wife and son, his brother and 
sister will get nothing. For example: 
Situation No. 12 


Dead Man 
Wife Son Brother Sister 
4 Z () 0 


(usss) Lf a man leaves behind only wife and no near relations, 
then distant relations will get the share. For example: 


Distribution of Income and Wealth in Islam 
Situation No. 13 


Dead Man 
See eee 
vite Brother’s Daughter Nephew 
i (l-3)xi=4 (l1-d)x$—2 


(ix) If ason dies before the death of his father, grandson/ 
grand-daughter will get nothing. For instance: 
Situation No, 14 
ay Son 


eatues Grliabeuiciila denehter 
1 0 
(x) If a woman leaves behind her son, her step-son/daughter 
will get nothing. For instance: 


Situation No, 15 
Dead Woman 


! 


Husband ites jie Les 
te ere tom St hats eer F 0 
The rules explained above are not at all exhaustive ; passe 
may be many other situations. — 
Basic Principle. The readers should = aaihe that. the word 
“heir’’ is confiaed to shares and residuaries ; in other words, it 
does not include distant kindred. The basic principle concerning 
succession is that he is preferred in succession who is the nearest 
to the deceased as the daughter's daughter is preferred to the 
daughter of the son’s daughter, and if the claimants are equal in 
degree then the child of an heir is preferred to the child of a dis- 
tant relation. This principle is to be kept in view in determining 
succession. Here a brief reference may be made as to how the 
question of succession may be determined on (a) hermaphrodites, 
(0) pregnancy, (c) lost person, (d) apostate, (¢) captive, (f) per- 
sons drowned or burned, Professor Rumsey, in his book Mahor- 
médan Law of Inheritance, explained in some detail the question 
of acertaining succession on each category of persons mentioned 


—__ 
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But if sheleaves behind any issue, the husband will. get one-four; 


of the property. For example: 


Situation No. 7 Situation No. 8 


Dead Woman Dead Woman 


: 


atime 


Husband Brother Husband Daughter, 
d } i L—t{=] 
(v) If a son leaves behind his wife and parents and a b other 
the brother will get nothing. But father will get one-sixth of the 
property even if he leaves behind son or daughter. For example 
Situation No, 9 
Dead Son 


a 
———— 


Wife Father eee Brother 
i (1—2)x2=3 (l1—1)x32=3 0 
(vs) If a man leaves behind only a eee and a brother, 
mother will get one-third of the property; if not, she will be 
getting one-sixth of the property in any case. For example: 


Situation No. 10 Situation No. 1! 


Dead Man Dead Man 
. a | een 
. | | 
Mother Brother Mother lather Son 
: ; 4 } 1—(4+4) =! 


(vss) If a inan leaves behind wife and son, his brother and 
sister will get nothing. For example: 


Situation No. 12 


Dead Man 
| 
vp “a ; o ob: | RES SOIT | 
Wife Son Brother Sister 
: 0 0 


(usss) If a man leaves behind only wife and no near relations, 
then distant relations will get the share. For example: 
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Situation No. 13 


Dead Man 
ifs Brother's Daughter Nephew 
i (l-t)xi=4 (1-2) x3—2 


(ix) If ason dies before the death of his father, grandson/ 
grand-daughter will get nothing. For instance: 
Situation No, 14 
seis Son 


' 
Father Grandson/Grand-daughter 
1 0 
(x) If a woman leaves behind her son, her step-son/daughter 
will get nothing. For instance: 
Situation No, 15 


Dead seed 
) | 
Husband | pine ave Step-son 
i | —t=3 en 0 


The rules explained above are not at all exhaustive ; there 

may be many other situations. — 
Basic Principle. The readers should observe that the word 
“their'’ is confined to shares and residuaries ; in other words, it 
does not include distant kindred. The basic principle concerning 
succession is that he is preferred in succession who is the nearest 
to the deceased as the daughter's daughter is preferred to the 
daughter of the son’s daughter, and if the claimants are equal in 
degree then the child of an heir is preferred to the child of a dis- 
tant relation. This principle is to be kept in view in determining 
succession. Here a brief reference may be made as to how the 
question of succession may be determined on (a) hermaphrodites, 
(6) pregnancy, (c) lost person, (d) apostate, (¢) captive, (f) per- 
sons drowned or burned, Professor Rumsey, in his book Mahom- 
medan Law of Inheritance, explained in some detail the question 
of acertaining succession on each category of persons mentioned 
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above. We prefer to mention them very briefly without entering 


into controversy. 

(2) As regards hermaphrodites there is a controversy among 
the jurists as to their shares. Many of them are inclined to give 
hermaphrodite greater of the respective shares of son and daugh. 
ter. But, according to Aba Hanifah; hermaphrodite whose sex is 
quite doubtful may be allotted the smaller of the two shares 
That is, if a man leaves a son, a daughter and a hermaphrodite 
then hermaphrodite has the share of a daughter. This view ap 
pears to be reasonable, because hermaphrodite is not supposed 
to discharge social obligations like sons and daughters. 

(5) “‘The chief rule in arranging cases on pregnancy is that 
the case be arranged by two suppositions, we mean, by supposing 

that the child in the womb is a male and by supposing that 
it isa female, then, we are required to compare arrangement of 
both cases. Thus when the child appears, if it be entitled to the 
whole of what has been reserved, it is well ; but, if it be entitled 
to a part, let it take that part, and let the remainder be distribut- 
ed among the other heirs, and let there be given to each of those 
heirs what was reserved from bis allotment.” 

To my mind it is always better to keep the share on the high 

side to avoid futurecomplications. Because if a son is born, when 
‘the share of the daughter is kept, then solving of the question of 
taking back a certain portion of the already distributed shares is 
not always an easy task. Again, among the learned jurists there is 
a great controversy in respect of determinime the period of gesta- 
tion. The longest period varies from two years to seven years 
while the short ‘tine for it ts six months. I am not inclined to 
accept any of the periods of gestation determined by fanciful 
notions ; we should, rather, be guided by the medical! experience. 
But the system of keeping 2 portion of property for an unborn 

child is just and scientific. 

(c) The principle in arranging cases concerning a lost person 
1s that the case be arranged on 2 supposition of his life, and then 
arranged on a supposition of his death ; and the rest of the opera- 
tion may be worked out. Here also there is no uniformity with 
regard to presumption of death of a jost ‘person. Thus presump- 
tion of death varies from ninety years to one hundred and 


130 


Distribulion of Income and Wealth in-Istam 


twentyive years among the jurists. This presumption appears to 
be unrealistic to me. We feel that after a reasonable period of 
time, say, ten years, anything which would accrue to a lost per- 
son may be distributed among his heirs according to the estab- 
lished practice subject to the condition that property ‘so distri- 
buted may be returned if the lost person reappears even’after ten 
years. In England, presumption of death usually arises when a 
person has not been heard of for seven years. This rule is sub- 
stantially adopted by as Soop Snes ‘of 1872 (the 
Indian Evidence Act, 1872). " soz bs 
(¢) As regards an apostate, we may say in the words of 
Professor Rumsey :“"When an apostate from the faith has died 
naturally, or been killed, or passed into a hostile country, and and 
the Kadi has given judgment on his passage ‘thither, then what 
he had acquired at the time of his being a believer goes to his 
heirs who are believers ; and what he has gained since the time 
of apostasy is placed in the public treasury, according to Abu 
Hanifah, but, according to the two lawyers [Aba Yusuf and 
Muhammad] both the acquisitions go to his believing heirs; and, 
accordingto al-Shafii both the acquisitions are placed inthe pablic 
treasury ; and what he gained after his arrival in the hostile 
country, that is confiscated by the ‘consent ; and all ‘the 
a ap oma aged eg ea peso 
without diversity of ¢ 
ee ree 
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ule concerpbide him is the rule concerning an post ate ; but, if 
his apostasy be not known nor is it known whether be is alive 
or dead, then the rule concerning him is the rule concerning a 


lost person. 

({) Supposing a man possessed of property and one of his sons 
die in an accident, and the deceased son has left a son. Accord 
to the ‘‘approved opinion,’’ the property will go to th 
~ that is, to the surviving sons; and ‘‘some 
* so that the deceas.- 


ing 
“heirs who are living, 
of the deceased shall not inherit from others 
ed son will not be deemed to have become entitled to anything 


and, therefore, his son will get nothing. But Hadrat ‘Ali and Ib 


. 
Mas‘id say, according to one of the traditions from them, that 
some of them shall inherit from others, except in what each of 
them has inherited from the companion of his fate. Natural ju 
tice demands that the deceased son would be deemed to have 
been entitled to his portion as a residuary provided he leaves 
because the question o! this 


behind wife, sons or daughters, 
entitlement is very much linked up with the survival of the de 


pendants of the deceased. 
Economic Significance. The Islamic law of inheritance is anti 

capitalistic in outlook. Under this systema person may not dis- 

pose of more than one-third of his property by testamentary 


directions. While he is in the enjoyment of normal health he maj 
, to the moral 


dispose of his property freely, subject, of course 
obligations, but neither by will nor by gift, once he enters upon 
a Stage of illness which terminates in death. By such disposition 
he may provide legacies for friends, for servants, and for charity. 


The rest of the inheritance must be divided among the pre- 
No part of the one-third is 


scribed heirs in specified shares. 
permitted to be disposed of by will so that it may be used to 


augment the share of one or more heirs to the prejudice of the 
remaining heirs. Each heir can take only his or her prescribed 
share and no more ; nor can any heir be deprived of the whole or 
any part of his or her share. There is a wide circle of heirs, The 
Islamic system of inheritance operates to distribute wealth so 
that a large number of people may have a competence or, at 
least, a little, rather than that one or a few should have a large 


share and the rest nothing. 
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There are some critics who hold that the working of this law, 
reduces agricultural land to uneconomic holdings. But this difh- 
culty can be easily overcome by co-operative farming vital for 
agricultural development of the Muslim countries. Therefore, we 
find no harm if an Islamic State fixes the limit of the economic, 


holding as we find in the case of the D.A.R. We must realise the 


full implications of that famous Hadith of the Holy Prophet in 
which he declared : “The land belongs to him who enlivens the 
yay 


dead earth,” 

In fact, the modern forms of Becta pinumnatrad area 
very powerful solvent of the group notion of property, for they 
tend to make claims to income arising out of property divisible 


without the need for dividing the property itself. Thus when, 
property comes to consist largely of stocks and shares, the argu 


ments against division have far less force. 
In public companies and corporations the parcelling out of 


the shares among a larger number of holders has little efiect upon 
management ; even in the case of family business charges can be 
made on the net earnings for different members of the family 
and where such a business is turned into a private company, 
actual shares can be issued and the business still carried on with- 
out change of policy. It can be urged that the setting up of 
charges on business or the diffusion of the ownership of shares 
makes the accumulation of capital out of reserved profits harder 
than it would be if the whole business were inherited by a single) 
owner. But this is only one aspect of the wider argument that. 
great inequalities of wealth and income are necessary for the? 
adequate accumulation of capital in modern societies. In general 
there is no doubt that the institution of shareholding in joint-» 
stock concerns as the outstanding form of property ownership’ 
has made far easier and Jess open to economic rng em 
reas faab 


diffusion of estates at their owner’s death. © 


In modern industrialised societies, where the conception of 
individual and the family survives 


property has become highly 
tinal rather than an economic institution, the tendency h 
inheritance as free as possible from pala On | 


leave 
reg ty ia, therefore, to extend con 
rh om ‘bequest: Thus in most vay Hoan’ connie they 
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rule concerning him is the rule concerning an apostate ; but, if 
his apostasy be not known nor is it known whether he is alive 
or dead, then the rule concerning him is the rule concerning g 


lost person. 
({) Supposing a man possessed of property and one of his sons 


die in an accident, and the deceased son has left aon. Accord 
the. property will go to the 


ing to the. ‘‘approved opinion,’’ 
“heirs who are living,’’ that is, to the surviving sons; and ‘‘some 


of the deceased shall not inherit from others,’’ so that the deceas- 
ed son will not be deemed to have become entitled to anything, 
and, therefore, his son will get nothing. But Hadrat ‘Ali and Ibn 
Mas‘id say, according to one of the traditions from them, that 
some of them shall inherit from others, except in what each of 
them has inherited. from the companion of his fate. Natural jus 
tice demands that the deceased son would be deemed to have 
been entitled to his portion as a residuary provided he leaves 
behind wife, sons or daughters, because the question of this 
entitlement is very. much linked up with the survival of the de 


pendants of the deceased. 


Economic Significance, The Islamic law of inheritance is anti 


capitalistic in outlook, Under this systema person may not dis 
pose of more than. one-third of his property by testamentary 
directions. While he is in the enjoyment of normal health he may 
dispose of his property freely, subject, of course, to the moral 
obligations, but neither by will nor by gift, once he enters upon 
a stage of illness which terminates in death. By such disposition 


he may provide legacies for friends, for servants, and for charity 

The rest of the inheritance must be divided among the pre- 
scribed heirs in specified shares. No part of the one-third is 
permitted to be disposed of by will so that it may be used to 
augment the share of one or more heirs to the prejudice of the 
remaining heirs. Lach heir can take only his or her prescribed 
share and no more ; nor can any heir be deprived of the whole or 
any part of his or her share. There is a wide circle of heirs. The 
Islamic system of inheritance operates to distribute wealth so 
that a large number of people may have a competence or, at 
least, a little, rather than that one or a few should have a large 


share and the rest nothing. 
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There are some critics who hold that the working of this lawe 
reduces agricultural land to uneconomic holdings: But, this; diffi-: 
culty can be easily overcome by co-operative farming vital-fors 
agricultural development of the Muslim countries. Therefore; we} 
find no harm if an Islamic State fixes the limit of the economic; 
holding as we find in the case of the U.A,R. We must'realise the» 


full implications of that famous Hadith of the Holy Prophet in 


which he declared: “The land hg dogg to him. who enlivens the» 
E> ?O Motel 


dead earth.” Bt 
In fact, the modern forms of economic organisation are a’ 


very powerful solvent of the group notion of property, for they» 

tend to make claims to income arising out of property divisible! 
without the need *for dividing the property itself. Thus when» 
property comes to consist largely of stocks and shares, = rid 
ments against division have far less force. 

In public companies and corporations the cadaltiad’ out of 
the shares among a larger number of holders has little effect upon. 
management > even in the case of family business charges can be) 
made on the net earnings for different members of the family) 
and where such a business is turned intova private company, 
actual shares can be issued and the business still carried on with-. 
out change of policy: It’can be urged that the setting up of 
charges on business or the diffusion of the ownership of shares) 
makes the accumulation of capital out of reserved profits harder’ 
than it would be if the whole business were inherited by a single» 
owner. But this is only one aspect of the wider argument that: 
great inequalities of wealth and income are necessary for the! 
adequate soni yas of capital in modern societies. In general) 
there is no doubt’ that the institution of shareholding in joint-) 
stock concerns as the outstanding form of property ownership! 
has made far easier and Jess’ open to economic objection the 
diffusion of estates at their owner’s death. © bee fae 
papi modern industrialised societies, where the conception of 
property has become highly individual and the family survives! 
asa ‘Social rather than. an economic institution, the tendency has 
been to leave inheritance as free as possible from regulation by 
the State and, therefore, to extend continuously ‘the right>of 


unfettered bequest. Thus in most English-speaking countries they 
183 
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are ieft a very ide discretion —pract @ mpsete fr 

to carry out thei wishes. But under the Islar ax of x 
ance, one is not allowed to make a will exceeding on=-third 
the whole estate. The reaso | ; 


esnployment and underde 


Betore Mill the question of imberitamce was considered. 
except by the socialists, almost solely in relation to the accamo- 
lation of capital and the efficient use of productive resources and 
bardiy at all as 2 problem of social justice. In aa 8 the two pots 
of view are in conflict ; and from his time the question has always 
been considered from both standpoints. On the one hand, isberit- 
amce and freedom of bequest are defended as a mecessary incen- 


tive to saving and as a means to the more effective use of capital: 
for, given freedom of bequest, it is held, men will tend to have 
ther capital in such ways as to promote its effective use. On t 
other band, inheritance ts attacked as one of the greatest sources 
of social and economic imequality and proposals are made te 
limit or even abolish rt in order to secure a better distributions 
of mcome. Bat Islam considers the law of inheritance as a tool 
of social justice. That is why Islam tries to impress upon the 
Muslims possessing wealth that they can make no will about the 
property which will enlarge the share of one of their heirs even 
by a penny against the others’ shares—shares which are to be 
divided among a wide circie of prescribed heirs. Moreover, one 
nay provide legacies for friends, for servants and for charity to 
the extent of one-third of ones property. While giving emphasis 
om social justice, the Islamic law of inheritance cannot create 
economic inequality. Therefore, Islam bas condemned any move 
for abolition of inheritance. In fact, it can hardly be urged asa 
self-contained and sufficient reform for the State at its owners 
death, and that is what abolition involves; the State will have 
either to make use of it for production under collective control 
or to let it out to individuals who seem best qualified to use it. 
The former is the complete socialist solution, the latter deprives 
its right ful heirs. Islam follows a middle path ; it condemns extreme 
Secialism because it is the negation of the principles of human 
lreedom and liberty. While allowing the rightful heirs to enjoy 
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property islam imposes a great moral responsibility om the 
choulders of the persoss enjoying it. The Islamic State bas every 
right to deprive @ persan ownership of property, ii it = used to 
the Gctrimeent of society. Moreover, the abobitioa of undentance 
qbich involves a radical change ia the ecopomit as well as the 
social System is commected with the basx prodiem of incentives. 

Iuheriiance Tax. Short of abolition, the rights of beqecst anc 
iaberitance can, of course, be drastically restyacted Dy introdacsng 
some fosma of snbermance taxation. Sech taxation has taken many 
forms in didereat countries, but it usually Mvolves some degree 
of cradmatioa according to the tota! wabee of the estate and the 
like. The obligatory nature of making some provision in ones 
property far charitable objects can be made ose of by an Islamic 
State. If there are exigencies there can be no objection on the 
score of making compalsory and fixed what has been leit by Isiam 
Gexibie although compulsery enough. The Musalmans, as vice. 
gerents of God on the earth, have every right to pass any legisia- 
tion which would further “the cause ef Allah”. They can Ax any 
ratio of death duty for themselves so long as it does not exceed 
one-third, beyond which the Prophet forbids them to ge. 

We must act forget that the need for private accumulation 
af capital does exist in a considerable decree In modern societies 
and inheritance will continue to find defenders om the ground 
that it promotes this end, Admitted, however, on 
restraction on the right of inberitance would, unless the Islamic 
State uses the proceeds as capital, redace the rate of capital 
accumulation ; the question is how far sewerer taxation of iz 
ance would react on the individual's will to accemulat 
question will have to be kept in view by the Islamic St 
fixing the rate of death duty or inheritance tax. It is, 
highly relevent to point out that among the richest. 
a.moder community saving is largely automatic im that it | 
presents surplus income beyond the desire ta spend. Clearh 
saving of this sort will not be affected by modern inheritance 
taxation except to the exteat te which gifts and charitable 
tee way be sinalated, Dut thin probtom of the wandieis 
can be handled in a better way by the Islamic State 


make use of one's property intended for charitable Purposes, 
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are left a very wide discretion—practically complete freedom— 
to carry out their wishes. But under the Islamic law of inherit. 
ance, one is not allowed to make a will exceeding one-third of 
the whole estate. The reason is that dependants of the deceased 
may get a start in life. This may help solve the problem of un- 
employment and underdevelopment. 

Before Mill the question of inheritance was considered, 
except by the socialists, almost solely in relation to the accump- 
lation of capital and the efficient use of productive resources and 
hardly at all as a problem of social justice. In Mill the two points 
of view are in conflict ; and from his time the question has always 
been considered from both standpoints. On the one hand, inberit- 
ance and freedom of bequest are defended as a necessary incen- 
tive to saving and asa means to the more effective use of capital: 
for, given freedom of bequest, it is held, men will tend to have 
their capital in such ways as to promote its effective use, On the 
other hand, inheritance is attacked as one of the greatest sources 
of social and economic inequality and proposals are made to 
limit or even abolish it in order to secure a better distribution 

of income. But Islam considers the law of inheritance as a tool 
of social justice. That is why Islam tries to impress upon the 
Muslims possessing wealth that they can make no will about the 
property which will enlarge the share of one of their heirs even 
by a penny against the others’ shares—shares which are to be 
divided among a wide circle of prescribed heirs. Moreover, one 
may provide legacies for friends, for servants and for charity to 
the extent of one-third of one’s property. While giving emphasis 
on social justice, the Islamic law of inheritance cannot create 
economic inequality. [herefore, Islam has condemned any move 
for abolition of inheritance, In fact, it can hardly be urged asa 
self-contained and.sufiicient reform for the State at its owner's 
death, and that is what abolition involves. the State will have 
either to make use of it for production under collective control 
or to let it out to individuals who seem best qualified to use it, 
The former is the complete socialist solution, the latter deprives 
its rightful heirs. Islam follows a middle path; it condemns extreme 
Socialism because it is the negation of the principles of human 
freedom and liberty. While allowing the rightful heirs to enjoy 
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property Islam imposes a great moral responsibility on the 
shoulders of the persons enjoying it. The Islamic State has every 
right to deprive a person ownership of property, if it is used to. 
the detriment of society. Moreover, the abolition of inheritance, 
which involves a radical change in the economic as well as the 
social system is connected with the basic problem of incentives. 
Inheritance Tax. Short of abolition, the rights of bequest and 
inheritance can, of course, be drastically restricted by introducing 
some form of inheritance taxation. Such taxation has taken many 
forms in different countries, but it usually involves some degree 
of graduation according to the total value of the estate and the 
like. The obligatory nature of making some provision in one’s. 
property for charitable objects can be made use of by an Islamic 
State. If there are exigencies there can be no objection on the 
score of making compulsory and fixed what has been left by Islam 
flexible although compulsory enough. The Musalmans, as vice- 
gerents of God on the earth, have every right to pass any legisla- 
tion which would further ‘‘the cause of Allah’’. They can fix any 
ratio of death duty for themselves so long as it does not exceed. 
one-third, beyond which the Prophet forbids them togo. |. 
We must not forget that the need for private accumulation 
of capital does exist in a considerable degree in modern societies 
and inheritance will continue to find defenders on the ground 
that it promotes this end. Admitted, however, that any severe y 
restriction on the right of inheritance would, unless the Islamic 
State uses the proceeds as capital, reduce the rate of capi ‘al oa 
accumulation ; the question is how far severer taxation of inherit- 
ance would react on the individual’s will to accumulate. T his is 
question will have.to be kept in view by the Islamic State vy hile 
fixing the rate of death duty or inheritance tax. It is, moreove rer. 
highly relevent to point out that among the richest membk ala ‘ f 
a'modern community’ saving is largely automatic in. that it Tes 
presents surplus income beyond the desire to spend. Clea 
saving of this sort will not be affected by modern intieritande 


taxation except to the extent to which gifts and charitable pe i 
tions may be stimulated, But this problem of the modern States — 
can be handled in a better way by the Islamic State which would 
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Participation of Women. Another significant contribution of 
the Islamic law of inheritance is that it recognises participation 
of women in the economic activity. They can now own, possess, 
enter professions and services, join industry or trade and enter 
into contracts in their own name. 

The difference between the normal share of female heirs and 
male heirs of the same relationship to the deceased is not, in fact, 
discriminatory to the prejudice of the female heirs. Under the 
Islamic system, the obligation of maintaining the family always 
rests upon the husband, even when, as is often the case, the 
wifes personal income may be larger than the husband’s. To 

enable the male to discharge his obligations toward the family, 
his share in inheritance is twice that of a female in the ‘same 
degree of relationship as himself. Far from operating to the pre- 
judice of the female heir, this actually places her in a favourable 
position as compared with the male heir because she does not 
have financial! obligations to the family. 

What is important here from the economic point of view is 
that in Islam woman has an identity of her own. She can spare 
her time and can enter into any profession or trade and thus in- 
crease the national wealth. Thus the whole man and woman-power 
is harnessed to produce value, increase national wealth and add 
to human happiness. 

Subject to the injunctions of the Qur'an and the Sunnah, the 
future of inheritance appears to depend, on the one hand, on'the 
growth in modern Muslim communities of collective methods of 
capital accumulation and of the control] of business resources 
and, on the other hand, on the pressure of the popular movement 
toward a less unequal distribution of the income; for this move- 
ment, ethical as well as economic in its driving force, results in 

forms of inheritance taxation which limit saving and impinge 
on profits and thus leads to the necessity of alternative methods 
of saving and of ensuring adequate production. 


5. Summary and Conclusion 


In this chapter we have discussed the rationale of distribu- 
tion of income among the various factors of production, Inthe first 
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instance, the payment of rent which generally refers to the con- 
ception of “‘surplus’’ earned by a particular unit of a factor of pro- 
duction in excess of the minimum amount necessary to keep that 
factor in its present occupation, does not seem to be inconsistent 
with the spirit of Islam, It is explained that rent and interest are 
widely different, Secondly, wage differences resulting from differ- 
ences in talents and capacities have been recognised by Islam. 
The fundamental conditions are that employers shall not exploit 
their labourers and must pay their ‘‘dues” and the workers shall 
not exploit their employers through trade unions and must do their 
job faithfully, sincerely and honestly. Thirdly, there is a contro- 
versy over the differences between ‘‘al-Riba’’ and ‘‘Interest’’, But 
if the meaning of Riba is viewed in its correct historical perspec- 
tive, there appears to be no difference between Riba and interest. 
A brief survey of all modern theories of interest has revealed that 
the economists have failed to discover a clear answer as to why 
interest is paid, On the other hand, the Islamic theory of capital 
does recognise the share of capital in national wealth only to the 
extent of its contribution, to be determined as a variable per- 
centage of profits rather than the fixed percentage of capital 
itself. The author is sanguine enough that if sincere a‘tempts are 
made by the leaders of the Muslim world, it is quite possible to 
have an interest-free economy. It is established that interest is 
responsible for the growth of Capitalism with all its attendant 
evils in society: it creates the problem of unemployment ; it 
retards the process of recovery of depression ; it aggravates the 
debt-servicing problem of the underdeveloped countries ; finally, 
it uproots the basic principles of co-operation and mutual help 
and creates in man selfishness. Fourthly, Islam has allowed normal 
profit—not monopoly profit or profit arising from speculation. 
Finally, we have illustrated a few generally accepted prin- 
ciples of the Islamic law of inheritance which is at present a 
fixed, scientific and beautifully harmonious system. The most 
positive contribution of the Islamic law of inheritance is that it 
recognises participation of women in the complex process of 


economic activity. i. 
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Monopoly is unlawful in Islam. 
—Prophet Muhammad (peace be on him 
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| e 
different from those of the old. Religion extolled industry, 


encouraged a normal indulgence of nature. Trade was free. and 
a noble profession as statecraft, war, letters and Science. rs 


—M N. Ray, Historical Role Of Islam 


The Islamic State was based upon social relations 


‘In Islam salvation of the spirit lies not only in spiritual 
development but also in living a worldly life on the basis of 
justice and good conduct, Therefore, worldly occupations are 
recommended again and again both in the Qur’an and the 
Hadith. The Qur’an says: “When the prayer is finished, then 
disperse ye through the land and seek the bounty of God’ 
(xii, 10), 

The Prophet said: ‘Earning of lawful livelihood is a duty 
only next in importance to the duty (of prayer). Again, he said: 
‘When you finish your morning prayer do not sleep until you 
striye for your livelihood,” | 

Therefore, Islam has recognised all legitimate economic acti- 
vities of man—activities which are consistent with the spirit of 
Islam. Trade, commercial partnership, co-operatives, joint-stock 
companies are all legitimate activities and operations (ii. 276). 
Islam does, however, lay down regulations with regard to com- 
mercial activities designed to ensure that they will be carried on 
honestly, faithfully, and beneficially. The Prophet said: ‘‘The 
truthful, honest merchant is with the prophets and the truthful 
ones and martyrs” (Tirmidhi, 12: 4). 


ae 


Je Basic Principles 

The basic orkaidipled) which Islam has: prescribed Sonbérniig 
trade and commerce are a high standard of straightforwardness, 
reliability and honesty. Many of the present-day market imper- 
fections would have been eliminated if these principles were 
adopted by the businss community of the civilised nations of the 
world. However, these principles of trade and commerce have 
been reflected in various injunctions of the Qur'an and the Sunnah 
with regard to resorting to false oaths, giving correct weight, 
and creating good-will in business transactions. «© “a 96! |) 


False Oaths. Now-a-days traders generally try to convince 


prospective buyers by resorting to trade oaths partly because’of 
the present-day imperfection of market’ economy and» partly 
because of indifference of the people towards moral and spiritual 
values of life. Islam has condemned all business transactions 
where business men resort to false oaths, Abi Hurairah saidi-l 
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heard the Messenger of Allah (peace be on him) say: “‘The taking 


of oaths makes the commodities sell, but it obliteratss the bless 
ing (therein) (Bukhari, 34 : 26). Again, ‘‘It is related on th 
authority of Abu Dharr (may Allah be pleased with him) who 
marrates that the Prophet of Allah (on him be peace) said ; ‘Allah 
will neither speak to, nor look at, nor absolve from the impurit 
of their sins three (types of) persons ; they shall suffer a grave 


Abu Dharr (thereupon) ejaculated, ‘Ruined and 


chastisement.’ 
O Prophet of 


lost are they (indeed)! Who are those persons, 
Allah ?’ The Prophet replied, “One who displays his afiluence by 


letting his trousers fall below his ankles, who is ever conscious of 


his obligations done to others, and one who sells out his goods 


by means of false oaths’’’ (Muslim). 
Correct Weights. Secondly, the value of proper and standard 


weights and measures in trade can hardly be overestimated. But 
Islam laid a great emphasis on the utility of giving correct 
weights and measures fourteen hundred years ago. There are stem 
injunctions both in the Qur’an and the Hadith with regard to 
giving full weight and measure. Thus the Our’an says: ‘Woe 
unto those who give short measure, those who, when they take 
by measure from other people, take it full, but when they give b; 
measure to others or weigh out to them, they give them less. Do 
not such people know that they will be raised again unto; 
terrible day, the day when mankind will stand. before the Lord 
of the worlds ?’’ ()xxxiii. 2-7). 

Good-will. Lastly, Islam has laid emphasis not only on giving 
full weight and measure but also on creating good-will] in busi- 
ness transactions which are considered to be the very founda- 
tion of the present-day business. A close observation has revealed 
the fact that bad relations in business transactions muinly arise 


on account of failure of parties to reduce to writing their terms 


of business clearly, and fairly. On this problem, there are clear 


instructions in the Holy Ouran, With a view to establishing good 
relations in business, all contracts must be reduced to writing, 
setting out all the terms thereof, as ‘‘this is more equitable in the 
sight of Allah, and makes testimony surer and is more likely to 
keep out doubts, and avoid disputes’’ (ii, 283). The writing 


should set out the terms agreed upon fairly, and as a further pre- 
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caution it is laid down that the terms of the contract shall be 
dictated by the person who undertakes the liability. If the person 
on whose behalf the liability is undertaken is a minor or.of un- 
sound judgment, then his guardian or the person representing his 
interests should dictate the terms of the contract (ii 283). | 
l'rom the above analysis it is clear that trade and commerce 


in the Islamic State differ fundamentally from the modern con- 


ception of trade and commerce; while the former is linked up 


with moral and ethical values of life, the latter is not. Therefore, 
all business transactions which are opposed to beneficence cannot 
be Islamic in character, and the Islamic State has every right to 
curb any such transactions or practices which seek to take 
advantage of the need or distress of the poor people, 

So far we have discussed the main principles which Islam 
has prescribed concerning trade and commerce, Now, an attempt 
may be made to discuss in some detail some aspects of modern 


trade and commerce in the light of the spirit of Islam. 
2. Barter Trade 


Time was when barter trade was the go of the day. Though 
the volume of barter trade, after the introduction of money 
economy, has been reduced to a great extent, yet the importance 
of barter trade even today can hardly be overestimated. Islam 
has also recognised barter trade subject to the injunctions in the 
Our’an and the Sunnah. In fact, Islam has tried to impress upon 
the traders that defective and worthless goods or articles should 
not be given in exchange for good ones (iv. 3). If there is a defect 
in the thing sold it must be made manifest to the purchaser, 
Thus Hakim ibn Hizim reported: The Messenger of Allah (be 
peace on him) said : ‘‘The buyer and the seller have the opeipate 
cancelling the contract as long as they have’not separated ; th = 
if they both speak the truth and make manifest, their transa etiod s 
shall be blessed, and if they conceal and tell’lies, the Se ; 
of their transaction shall be obliterated’ (Bukhari, 34: 1) adil 

“Moreover, two kinds of sale prevalent before lath, Mundaba- 
dhah and Muldmasah, in which the purchaser was deprived of the 
occasion to examine the thing purchased, were made unlawful 
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{Buihar:, 34 : 62). In fact, goods and commodities fo: 
Po mto the open market, and the seller or his agents mus 
aware of the State of the market before proposals a: le fo 
the purchase of goods or commodities in bulk. He should not }. 
taken unawares lest advantage be taken of his ignorance of t! 
state of the market and the prevailing prices. Al! this i 
clearly laid down by the Prophet. 

Again, trade in tdols and in things which are forbidden 


food such as wine, Swine, and that which dies of itself, is disallow. 
ed (Bukhari, 34-112). Islam has come to exterminate idolatry 
and hence it could not allow trade in idols. As regards things for. 
bidden as food, a Muslim has evidently nothing to do with them 
and he cannot be allowed to carry them to other people. But as 
there is an expressed direction that the skin of the dead ‘anima! 
should not be thrown away and advantage should be derived 
therefrom (Bukhari, 24: 66), trade or barter trade in it is ob 
viously not prohibited and the same rule may be allowed in othe 
things prohibited as food, such as the bones and fat of dead 
animals, etc. 


3. Monopoly Business 


let us now pass on to the desirability of monopoly and 
speculative business in an Islamic State. The be-all and end-all 
of Islamic Economics is to achieve the maximum social advantage, 
Therefore, any economic activity which is likely to stand in the 
way of achieving this objective cannot be styled as Islamic. 
judged by the standard of benevolence and care for the have. 
nots, we cannot encourage monopoly and speculative business in 
Islam, 

Beeause the monopolist generally charges a higher price for 
his output as monopoly suggests the idea of concentration of 
supply an one hand, the question of explojtation is very much 
connected with the idea of monopoly. The competitive producer 
maximises his profit by equalising marginal cost to price. Since 
the price 1s given, he would go on producing more and more until 
his,marginal cost becomes equal to price. In the case of the 
monopolist, however, the marginal revenue is not equal to but is 
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always less than the price. Since the demand for his product is 
less than perfectly elastic, the monopolist can hope to sell increas- 
ing output at lower and lower prices. His total revenue is increased 
if he produces more because the price of the additional unit will 
be added to bis total revenue, On the other hand, however, his 
total revenue will decline because all the previous units of his 
output will have to be sold at a lower price. The marginal revenue 
may, therefore, be easily negative even though the price is 
pesitive. The price is known as average revenue (total revenue 
divided by total output). The marginal revenue is, therefore, less 
than the average revenae, 

Since the most advantageous situation for the monopolist is 
represented by that volume of output at which marginal cost is 
equal to marginal revenue, the monopolist will find it profitable 
to stop the production of further output before the marginal 
revenue becomes negative. Since marginal revenue will remain 
lower than average revenue (price), production of optimum ou 
is not possible. This may ultimately lead to under-utilisation o! 
resources and creation of unemployment. iseed to Sane 

As a matter of fact, much of the theoretical virtues of the 
system of free enterprise depend on the implied assumption _ 
there is free competition, But, unfortunately, the actua 
out of Capitalism has increased the power and influence of 
trusts, cartels and monopolies, Poor consumers and work-people 
and even society as a whole have come very badly out of 
monopoly-dominated economic order—an order which has exh: 
ed a lack of harmony between private and social interest and 
tween private and social good. The point we are making here 
monopoly-dominated economic order is the negation of the prin- 
ciple of maximum social advantage which an Islamic State 
to achieve, Therefore, an Islamic State must condemn this es 
economic order and must control the monopoly either a Pa 
laws or by comprehensive economic planning. . olen 


4. Speculative Business 


As in the case of monopoly, Islam has also condem 
lative business. By speculation we mean essentially | 
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(Bukhari,'34 : 62). In fact, goods and commodities for sale shoulq 
go into the open market, and the seller or his agents must }, 
aware of the’state ‘of the market before proposals are made fo, 
the purchase of goods or commodities in bulk. He should not be 
taken unawares lest advantage be taken of his ignorance of the 
state of the market and the prevailing prices. All this is very 
clearly laid down by the Prophet. 

Again, trade in idols and in things which are forbidden as 
food such as wine; swine, and that which dies of itself, is disallow. 
ed’ (Bukhari, 34< 112). Islam has come to exterminate idolatry 
and ‘hence it could not allow trade im idols. As regards things for 
bidden as food, a Muslim has evidently nothing to do with them 
and he cannot be allowed to carry them to other people. But as 
there is an expressed direction that the skin of the dead ‘animal 
should’ not ‘be thrown’ away’ and advantage should be derived 
therefrom (Bukhari, 24: 66), trade or barter trade in itis ob- 
viously not prohibited and the same rule may be allowed in other 


things prohibited as food, such as the bones and fat of dead 


animals, etc. 


3. Monopoly Business 


Let us now.,pass.on to the desirability of monopoly and 
speculative business, in, an Islamic State. The be-all and end-all 
of Islamic Economics is to;achieve the maximum social advantage, 
Therefore, any economic activity which is likely to, stand in the 
way,,of achieving this, objective cannot be, styled as Islamic. 
judged by the standard of benevolence and care for the have- 
nots, we cannot encourage monopoly and speculative business in 
Islam, | 

Because the monopolist generally charges a higher price for 
his ,output, as monopoly suggests the idea of .concentration of 
supply an one.hand, the question of explojtation is very much 
connected with the idea of monopoly. The competitive producer 
maximises his profit by, equalising marginal cost to price. Since 
the price is given, he would go on producing more and.more until 
his.marginal cost becomes,equal to price. In the case of the 
monopolist, however, the marginal revenue is not equal to but 1s 
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always less than the price. Since the demand for his product is 
less than perfectly elastic, the monopolist can hope to sell i increas- 
ing output at lower and lower prices. His total revenue is increased 
if he produces more because the price of the additional unit will 
be added to his total revenue. On the other hand, however, his 
total revenue will decline because all the previous units of his 
output will have to be sold at a lower price. The marginal Tevenue 
may, therefore, be easily negative even though the Price is 
positive. The price is known as average revenue (total revenue 
divided by total output). The marginal revenue is, therefore, less 
than the average revenue. _ ) nilt martina teen 
. Since the most advantageous situation for the monopolist, is 
represented by that volume of output at which marginal cost is 
equal to-marginal revenue, the monopolist will find it profitable 
to stop the production of further output before the marginal 
revenue becomes negative. Since marginal revenue will remain 
lower than average revenue (price), production of optimum output 
is not possible. This may ultimately lead to under-utilisation of 
resources and creation of unemployment, . 992iSeg9ad tO wey 
As a matter of fact, much of, the, theoretical virtues of the 
system of free enterprise depend on the implied. sssumption. fh at 
there is free competition. But, unfortunately, the actual working 
out of Capitalism|has increased the power and influence of gigantic 
trusts, cartels and monopolies, Poor. consumers and werk People 
and even society as a whole have come very badly out, of such a 
monopoly-dominated economic order—an order which has exhibit- 
ed a lack of harmony between priyate and social i interest and be- 
tween private and social good. The point we are making here i is. that 
monopoly-dominated economic order is. the negation of the prin- 
ciple of maximum social advantage which an Islamic State : proposes 
to achieve, Therefore, an Islamic State must condemn, this type ol of 
economic order and must control the ah either by, passing 


laws or by Gaara open economic, Planning. & d mele 
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meénon of buying something cheap at one time and selling the same 
dear at another time. When the future price is expected to be higher 
than the present price speculative buyers purchase with a view to 
selling at a higher price in future. Similarly, if the future price jg 
expected to be lower than the present, speculators will sell now in 
order to avoid selling at a lower price in future. Speculators, it is 
claimed, confer great benefit to consumers and manufacturers, 
since the effect of their activities is to smooth out all price differ 
ences and to raise present price to the level of future price. In s9 
far as speculation renders social service by helping production and 
controlling the sudden fluctuation of prices, it is in conformity 
with the spirit of Islam. But a close observation will reveal th 
fact that speculators are primarily interested in private gains 
regardless of the larger interests of society. Since ‘‘perfect specu- 
lation tends to destroy itself,” most of the speculators, by adopt- 
ing unfair means, try to create artificial scarcity of goods an 
commodities and thereby create an inflationary pressure on the 
economy. The poor masses have to pay for it. Krom the angle of 
view of beneficence Islam has condemned such 
businesses. Thus it is related on the authority or Ma‘mar whore 
ported that the Prophet (be peace on him) said, ‘‘He who accumu: 
lates stocks of grain during the shortage of it (with a view to 
profiteering later) is a great sinner’’ (Muslim and Mishka). Again, 
‘Umar reported : [he Prophet (be peace on him) said: ‘‘One who 
imports grain from outside and sells at the market rate his 
maintenance is blessed, while he who withholds grain from sale 
in view of estimated dearness in future, he is thrown away from 
God’s pleasure.”’ Thus withholding of grains and other commo: 
dities to raise their price artificially as well as Najsh or deceiving 
a purchaser through a third party offering a higher priceis 
prohibited (Bukhari, 34: 58). But auction or open sale to ‘the 
highest bidder 1s allowed in Islam ‘(Tirmidhi, 12: 10). 
Islam has tried to discourage speculative business by giving 
the whole problem a moral bent. Even in the capitalistic society 
several attempts were being made to control speculative business 
In his book, Economics of Control (p. 97), Professor Lerner has 
suggested that evils of aggressive speculation can be best tackled 
Dy what he calls speculative business, controlled by ‘“‘counter- 
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speculation’. The Government should set up an agency, which 
should make an estimate of proper prices, and use its resources to 
bring actual prices to these levels. If need be, the Islamic State 
will have to evolve such a system, so that the poor people, nay, 
the society as a whole, may be saved from the exploitation of the 
unscrupulous speculators, Since modern secular States are drifting 
towards materialism they have failed to solve this problem. in 
spite of their best efforts. Possibly because of this, Professor 
Taussig tried to find the solution of this problem in moral im- 
provement of the people. According to him, ‘‘The most effective 
remedy would be a better moral standard for al]l the industry and 
arousal of public opinion against all kinds of gambling.” In this 
respect Professor Taussig’s approach towards this problem is very 
close to Islamic viewpoint. In fact, the principles of Economics of 
Islam stand for a happy blending of mora] and material values. , 

Forward Transactions. Like speculative business, Islam does 
not give any encouragement to forward transactions, Because 
Islam regards all such transactions as harmful to society, as trade 
cycles, which cause great disruption in the present capitalistic 
system, are the result of brisk activity ofsuch forward transactions; 
therefore, Islam has warned its followers against indulging in. for- 
ward trausactions. lbn ‘Umar reported : The Prophet) (be peace.on 
him !) said, ‘Whoever buys cereals be shal! not sell them until he 
obtains their possession’’ (Bukbari, 54: 43). Again, it is related on 
the authority of Hakim b. Hizam, who reported: The, Prophet 
(on him be peace) said; “Bargain not about that which, is not 
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So far we asi discussed some aspects ‘af internal and local 


trade and commerce from the Islamic angle of vision, Let us now 
discuss some broad principles of international trade from Islamic 


standpoint, | 
It is not a theory. but a verdict of history that Islam has 


encouraged international trade. If one studies the history of 
commercial law, one would see that enlightened Muslim Moors 
used to. haye an. immense trade with the Levant. from Barcelona 
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and other places. There were factories and consuls on'the Tahais 
and a great trade was maintained with Constantinople. It'reached 
ports of India and China and extended along the African coast as 
far as Madagascar. It! is interesting to note that in the middle 
of the eighth century when Europe was in the dark ages, enligh. 
tened’' Spanish Muslim’ Arabs such as ‘Abdul Qasim and others 
were writing treatises on’ the principles of trade and commercial! 
laws and rates. In fact, Islam has encouraged international trade, 
not only for economic co-operation 


a universal brotherhood through mutual exchange of ideas and 


different rates and techniques existed 


knowledge. No doubt, 
g of mer 


among the Muslim trade areas for'an efficient workin 
cantile and commercial ‘transactions. These rates and tech- 


niques are’ bound to change with the changing circumstances and 


time. 

Now-a-days the question arises as to what type of trade policy 
whether free trade'policy or protection, an Islamic State should 
adopt. Classical economists favoured a policy of free tradeiand 
were opposed’ to a policy of protection. because it stands.in the 
way of most efficient allocation of resources throughout the'world 
True it is’ that from the pure economic viewpoint we may 
prescribe a free-trade policy for an Islamic State. Because the 
Islamic system stands for free trade and believes that each country 
will produce those goods for the production of which it is specially 
suited on account of its natural’ or acquired advantages, and 
produce’more of ‘them than it requires for its‘own needs, exchiang:- 
ing the surplus with other countries against goods which it is less 
suited to produce, or which it cannot produce at all. In other 
words, Islam believes in the eternal doctrine of comparative costs 

—the very basis of international trade. But if the present-day 
imperfect and unhealthy competition in the field of international 
trade as well as greater national interests of all underdeveloped 
Muslim countries of the world are taken into consideration, we 
are to support a policy of protection for an Islamic State. This is 
not un-Islamic. 

In fact, ‘‘the introduction of customs duties and tolls owes 


its origin to the fact that during the reign of the Caliph ‘Umar 
the neighbouring countries with which the Islamic State had 
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known, the\same rate 10°: was prescribed.’'1,; .- j¢ 


but also for establishing 


Trade and. Commerce inIslam.... 


commercial dealings »persisted in levying! duties, on).the,Muslim 
traders. When Abi Misa Ash‘ari reported this fact to the Caliph 
‘Umar, he ordered that, as)a»reciprocal,measure, the, Harbis 
should be charged the seme rate as was; being collected»from the 
Muslims,»i.e. 10° ; where the duty levied by the, Harbis was.not 


A}) Gorse? 


» This led,to:the institution of /‘Ashir osidsiihe uxlame katie ta 

was extended to the Muslims and the Dhimmis also sat the rate 
of 24% and 5%, respectively.o utq et jarswol taeverq of dex} 
.» “The differencein the'rate of customs duty and tolls between 
that levied on the Muslims and t haticharged against the Dhimmis 
is due to:the fact that.the Muslims pay the Zakat on, their, trade 
articles‘whether or not they passan ‘Ashir, whereas the -Dhimmis 
are subject to this»toll of) 5%:only in'so far as| they come, under 
the jurisdiction ofan ‘Ashir by travelling for trade: The difference 
in rates thus places the Dhimmi-and the Muslim trader,on a:par 
without giving advantages to:one:classiover the other:’/2.. 

. Dumping. Thepresent discussion on international itrade will 
remain incomplete if we make no:reference to\dumping in the;field 
of trade.. What is dumping ? It occurs when: producers (usually 
monopolists) of one country sell their outputs in another coun- 
try at prices below those' charged'\from the consumers in the 
country of origin. The objectives of dumping may be (a) to 
dispose of? an” overstock “prodtced ‘dué ‘to wrong judgment of 
demand, (b) to'develop ‘new trade‘ connections by ‘charging ‘low 

‘prices, (c) to drive ‘competitors ‘out -of' the foreign ‘market 
whether foreigners or native producers, and (d)'to reap’ econo- 
‘mics of large-scale production! Whatever'may ‘be the considera- 
tions of dumping, the ultimate objective of’it is to”’achieve’ ‘a 


-monopoly-dominatedéconomic order'by ousting native/and foreign: 
1d 


producers from both the national and’ international’ fields an 


‘thereby exploiting the ‘vast ‘masses of the’ ‘people! "All: this’is. 
“opposed to beneficence and’ those whio” indulge in stich practices 
"seek to take” dvanitage of thé need Or distress of ‘the eit fellow-. 


beings and, therefore, dumping is against the spirit of Islam. The 

“Islamic State’ "cannot encourage dumping and is quite com mpetent 

[aiém | i woyio 3 ‘evOrt 602 (mow 4, lepei sd? 
1. Mabsii p, 108; Yusuf, Kiftab-ul-Kharaj, Pp. 76. 


2 SA, Siddiqi) Public Finance’tn Islam, p. 86, 
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to raise Dich tariff walls against dumping, especia ‘t afecs 
its own industries. 

This is not the end of the story. The most inhuman aspe 
of dumping ts the destruction of goods after they have bee: 
produced, just “ prevent lowering their on e. In his Inside Latis 
America (p. 5), John Gunther depicts the story of Brazil coffee 
One of the hg @ Gifficulties which ne feced was bow t 
destory its four million sacks of surplus crop of coffee in 1914 
just to prevent lowering its price. “‘Again in 1934, a millice 
oranges were dumped into the sea in Liverpoo! harbour pre 


vent the supply, lowering the price of the orange in the marke: 

—orange which to the children of the Liverpool poor is an un- 
obtainable luxury. Nearer home one finds orders being issued for 
the restriction of 121 million pounds of tea in India, Ceylon and 
the Dutch India.” > Ibe facts are too eloquent to need a comment 
from the Islamic point of view. Just for the sake of earningz 
huge profit by not allowing a fall in the prices, this type of trade 
can hardly be justified in Islam. Islam has condemned all sorts 
of wastage of resources—both human and material. Ihus dump 
ing must be discouraged by Muslim countries of the world. 

Trade and Interest 


At this stage, an attempt may be made to make an inquiry 
into the reasons which actuated Islam’s forbidding interest and 
permitting trade. Ihe Ouran says: “Allah has allowed trade 
add probibited usury’ (ii. 275). But even today many enemies 
of Islam make a reference to the following verse of the Holy 
Our’an, which says: ‘‘Irade is just like usury” {ii 275). They 
opine that if trade is lawful, why should interest transactions be 
declared unlawful in view of the fact that it also amounts to trad- 
ing in capital It is said that capital invested in trade brings an 
excess called profit, invested in banking it brings interest. God 
prohibits one excess and permits another. Then what is the 
difierence between the two ? This problem has been discussed at 
length by a number of leading jurists in their works, either from 


the legal or from the mora! point of view. H om sasahall mainly 


3. H.M. Mukerjee, Introduction to Socialism, p, 16. 
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make an attempt to put toward arguments from the economic 
point of view. 

(a) It is risk-taking which differentiates trade from mterest. 
Risk-taking is the basis of norma! trade which is allowed in Islam 
while interest is fixed and does not fluctuate like profit. — 

(6) When capital invested in trade brings profit, 1t is the 
result of initiative, enterprise and efficiency. This is not true in 
the case of interest, because the creditor gets for himself a definite 
amount of money for his loan regardless of loss or profit to the 
debtors or investors. 

(c) In trade the moment a commodity is exchanged for its 
price, the transaction comes to an end. The purchaser does not 
give anything after that transaction to the vendor. But in interest 
dealings, the creditor does not cease to demand his interest (as 
long as the principal is not returned). Therefore, there is a limit 
of profit which one may expect from trade but there is no such 
limitation in the case of interest due to the creditors. 

(2) Since trade is productive and a person derives benefit 
after undergoing labour, hardship and skill, it creates the con- 
ditions of full employment and economic growth. The harmful 
effects of interest during the great Depression of 1929-33 was so 
deep that economists of capitalist countries were forced to discard 
the classical economic theories and evolve new ones advocating 
elemination of interest from their economic institutions. Thus in 
his famous work, The General Theory of Employment, Interest and 
Money, J. M. Keynes observed : ‘‘The money rate of interest, by 

setting the pace for all other commodity rates of interest, holds 
back investment in the prcduction of these other commodities 
without being capable of stimulating investment for the produc- 
tion of money, which by hypothesis cannot be produced” (p. me 
Again, he writes : ‘‘It seems that the rate of interest on 1€7 
plays a peculiar part in setting a limit to the level of employ 
ment, since it sets a standard to which the marginal oe 
a capital asset must attain if it is to be newly produced” p. (222). 
which > 


In fact, “interest both initiates and aggravates crises” 


trade does not. = 
(c) The last, not the least, point is that trade may act as one > 


of the dominant factors in the process of building of civilisation — 
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to raise high tariff walls against dumping, especially if it affects 


its own industries. 

This is not the end of the story. The most inhuman aspect 
of dumping is the destruction of goods after they have been 
produced, just to prevent lowering their price. In his Inside Latin 
America (p. 315), John Gunther depicts the story of Brazil coffee, 
One of the greatest difficulties which Brazil faced was bow to 
destory its four million sacks of surplus crop of coffee in 1914 
just to prevent lowering its price. ‘*Again in 1934, a million 
oranges were dumped into the sea in Liverpool harbour, 
vent the supply, lowering the price of the orange in the market 
—orange which to the children of the Liverpoo! poor is an un- 
obtainable luxury. Nearer home one finds orders being issued for 
the restriction of 121 million pounds of tea in India, Ceylon and 
the Dutch India." 3 The facts are too eloquent to need a comment 
from the Islamic point of view. Just for the sake of earning a 
huge profit by not allowing a fall in the prices, this type of trade 
can hardly be justified in Islam. Islam has condemned all sorts 
of wastage of resources—both human and material. Ihus dump- 

ing must be discouraged by Muslim countries of the world. 
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6. ITvade and Interest 


At this stage, an attempt may be made to make an. inquiry 
into the reasons which actuated Islam’s forbidding interest and 
permitting trade, The Our’an says: ‘‘Allah has allowed trade 
add prohibited usury” (ii. 275). But even today many enemies 
of Islam make a reference to the following verse of the Holy 
Our’an, which says: ‘‘Irade is just like usury” (ii. 275). They 
opine that if trade is lawful, why should interest transactions be 
declared unlawful in view of the fact that it also amounts to trad- 
ing in capital It, is said that capital invested in trade brings an 
excess called profit, invested in banking it brings interest. God 
prohibits one excess and permits another. Then what is the 

difference between the two? This problem has been discussed at 
length by a number of leading jurists in their works, either from 
the legal or from the mora! point of view, H am soJahall mainly 


3. H.M. Mukerjee, Introduction fo Sottalism, p, 16. 
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make an attempt to put toward arguments from the economic 
point of view. 3 eS 

(a) It is risk-taking which differentiates trade from interest. 
Risk-taking is the basis of normal trade which is allowed in Islam 
while interest is fixed and does not fluctuate like profit. | 

(6) When capital invested in trade brings profit, it is the 
result of initiative, enterprise and efficiency. This is not true in 
the case of interest, because the creditor gets for himself a definite 
amount of money for his loan regardless of loss or profit to the 
debtors or investors. 

(c) In trade the moment a commodity is exchanged for its 
price, the transaction comes to an end. The purchaser does not 
give anything after that transaction to the vendor. But in interest 
dealings, the creditor does not cease to demand his interest (as 
long as the principal i is not returned). Therefore, there is a limit 
of profit which one may expect from trade but there is no such 
limitation in the case of interest due to the creditors. _ 

(d) Since trade is productive and a person derives benefit 
after undergoing labour, hardship and skill, it creates the con- 
ditions of full employment and economic growth. The harmful 
effects of interest during the great Depression of 1929-33 was so 
deep that economists of capitalist countries were forced to discard 
the classical economic theories and evolve new ones advocating 
elemination of interest from their economic institutions. Thus in 
his famous work, The General Theory of Employment, Interest and 
Money, J. M. Keynes observed : ‘‘The money rate of interest, by 
setting the pace for all other commodity rates of interest, holds 
back investment in the prcduction of these other commodities 
without being capable of stimulating investment for the produc- — 
tion of money, which by hypothesis cannot be produced” (p. 235). 
Again, he writes : “It seems that the rate of interest on money 
plays a peculiar part in setting a limit to the level of employ: 
ment, since it sets a standard to which the marginal efficiency o 
a capital asset must attain if it is to be newly produced” p. ( 
In fact, ‘interest both initiates and aggravates crises” which 


trade does not. 
(e) The last, not the least, point is that trade may act as one 


of the dominant factors in the process of building of civilisation — 
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through. co-operation and mutual exchange of ideas. but interest 
creates in man the undesirable weakness of miserliness, selfish. 
ness and lack of sympathy. Thus, from the economic and ethica| 
standpoint, interest uproots the very foundation of humanity 


and mutual help and stands in the way of full.employment and 
trade in an Islamic State is a boon to 


economic growth. But 


society. 
4. Conclusion 


The conclusion which ideally emerges from the preceding dis. 
cussion is that Islam has encouraged all legitimate activities which 


are consistent with the spirit of Islam. Thus, barter trade is 
allowed in a restrited way. But Islam has condemned all monopo); 
Because these activities stand in the 


and speculative business. 
way of the desired goal of Islamic Economics which 1s the attain- 


ment of maximum social advantage. Basically Islam believes in 
free trade. Protective trade may be allowed in special! cases. But 
dumping must be condemned _.in. Islam. There is a fundamenta! 
difference between trade and interest. If Islam‘c principles of 
trade and commerce are adopted by the traders and industrialists 
of the world, the weaker groups of the community would be saved 
from the disastrous repercussions of the trade cycles—a common 


feature of the modern economy. 
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Chapter VIII 
PRICES IN ISLAMIC STATE 


1. Introduction (26 i 
+9. Basis of Islamic Theory of Prices 
3, Modern Prices : a Pee : 
(a) Monopoly Price 
(b) Real Rise in Prices 
(c) Artificial Rise in Prices 
(d) Rise in Prices of Necessaries of Life 


4, Suggestions and Conclusion 
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Whoever withholds-cereals that they may become scarce anq 


dear, is a sinner. 
— Prophet Muhammad (be peace on him) 


Islam has created a society more free from widespread cruelty 
and social oppression than any society had ever been in the world 


before. 
—H.G. Wells, The Outline of History 


1. Introduction 


Imbued with the so-called capitalistic and socialistic ideas 
even some Muslim scholars have started arguing that Islam does 
not have any economic system of its own. This conception, which 
is rather a misconception, arises out of lack of proper appreciation 
of Islamic values and its life-philosophy. The fact is that Islam is 

theonly religion which has enunciated the basic principles covering 
all aspects of human life, not to speak of economic values only. 
Since these principles are universal and fundamental, valid for 
all ages, an economic system based on these principles cannot 
simply “lay down everything down to the shape of the demand 
curve” or lay down the policy of the daily meat or fish market: 
Islam has laid down a broad framework based on equality of 
economic opportunity and justice for its followers to guide them in 
the course of their normal economic life. Derivation of micro con- 
cepts through the exercise of Ijtihad from within this broad frame- 
work has been permitted. This provision of application of Ijtihad 
is indicative of Islamic dynamism t in the economic sphere of life. 
Therefore, we need not be surprised to know that Islam has 
provided us with a number of broad principles of pricing. lf they 
are properly implemented, many of the taper A Cae in 
handling the problem of pricing would go. ; 

In a free economy demand for and supply of cosinciiisies 
determine the normal price which measures the effective, demand 
being determined by the degree of the scarcity of supply. An 
increase in demand for a commodity tends to raise its price and 
iaduce the producer to produce more of it. The problem of pricing 

arises because of the maladjustment between demand and supply; 
This maladjustment is mainly due to the existence of imperfect 
competition in the market. Competition is imperfect if the number 
of sellers is limited or if there is product differentiation. The basic 
point to note is that the producer cannot accept the ruling price 
as a datum. Perfect competition which assumes perfect market in 
which the customers, who make up the market, will react in the 
same way to differences in the prices cha by different sellers, 
is merely a theoretical tool of price analysis. Because under perfect 
competition the industry ia full equilibrium will consist of ‘a 
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number of optimum-sized firms, price will be equal to marginal 
cost as well as to average cost at the point at which the average 


cost is at its minimum. Both perfect,competition and, pure mono 


poly are rare phenomema. In actual life, we come across imperfect 
Because under imperfect com- 


competition in most of the cases. 
petition the output of the individual] firm will be determined at 


the point of intersection between the marginal co:t curve and t! 


marginal revenue. 


?, Basis of Islamic. Theory of Prices 


With these general] observations, let us, pass on to the basis of 
the Islamic theory of prices. That unsocial trends of price changes 
to the disadvantage of the,mass of people in the community should 
be controlled or'ragulated is not, perhaps, controversial either from 
the purely analytical viewpoint or from the Islamic point of view. 
To:me basic difference arises from the fact that in an Islamic 
State, 'the urge for such control or regulation should come from 
‘““within’’ the community—a. community which has already been 
imbued with the values of Islam, Therefore, its effect is lasting 
and decisive, whereas in the so-called capitalistic and socialistic 
States, these regulations are imposed upon the community and 
the community may or may not accept them in a desired and 


effective way. 
theoretically,..it would. perhaps be possible to 


However, 
conceive of an ideal Islamic State free of imperfections, But this 


isnot an;attainable goal, just because man is not, and cannot be 
perfect. Even assuming these imperfections of society we, cannot 
endorse the part played by the ‘‘marginal concept’ in determining 
prices under capitalistic economy. In monopolistic competition 
we are used to give, undue emphasis on the doctrine of ‘marginal 
concept’ thereby underestimating the role of infra-marginal units 
of production, In the Islamic theory, we are more inclined toaccept 
the concept of.‘‘average’’ rather than that of ‘‘margin”’ 

Since it is impossible to remove. yariety, of ability,, equity 
demands that returns must be related. to effort. The Holy Qur'an 


says: *‘And that man hath only that for which he maketh effort 


(liii, 39). 
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That fact is that in the Islamic scheme of society, fair price is 
not a concession but a fundamental right enforceable by the law 
of the State. Once this reorientation of State attitude has been 
accomplished the actual fixation of price would be a matter of 
correct adjudication because the fundamental basis of the Islamic 
theory of price is the principle of co-operation and healthy com- 
petition instead of monopolistic competition as under capitalistic 
economy. Here, by healthy competition I do not mean perfect 
competition in the modern sense’ of the term but a competition 
free of speculation, hoarding, smuggling, etc. However, once the 
normal price is determined through consensus of opinion the 
question of State control arises only in relation to that “‘norm’’, 
In order to create conditions for proper co-operation between 
producers and consumers in the long run, what is neededis to inject 
into them ‘the spirit of Islamic values and code of business ‘con- 
duct through’ systematic education? But in the’short run, it/seems 
necessary to ensure that ‘the State’ tust encourage the formation 
of consumers’ associations somewhat on lines ‘similar’ ‘to pro- 
ducers’ associations as exist in our society.'An'Islamic State will 
have to assure them tl that their complaints’ would be heard. in the 
proper quarter. If need be, the ‘consumers’ power to recommend 
revocation ‘of business “licences has: to” be recognised. Simul- 
taneously, the Government ‘should also’ encourage’ ‘formation’ of 


consumers’ co-operatives arid branch out into more fields prices: 
; eDus 
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impzrlect. competition of the present-day economy under ‘a 
following headings : (a) Monopoly P Price ; > (b) Real Rise in Pricage. 
(c), Artificial Rise j in Prices ; and (4) Rise i in Prices of Necessaries 
of Life. ». ei teate eS ee 
~ (a), Monopoly Price. The pricing Probie under imperfect 
competition may best t be approached. w with t the help of the ‘mono- 
poly analysis. In spite of the, threat of { potential comp ti ion, the 
possibilities .of consumption, of substitutes and the risk of ‘State 
interference, the general presumption i is that. monopoly price is 
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higher than competitive price, and the output produced b 
monopolist is lower than that produced under competitive 
ditions under perfect competition. The demand curve facing eag} 
seller is perfectly elastic, amd he goes on producing and elling 
additional output until marginal revenue is equal to price. Butz 
monopolist has to face a comparatively inelastic demand curye 
and as he produces and sells the additional output, price decling 
in the market. Marginal revenue will then be less than price, and 
a monopolist will produce up to the point at which his margina| 
cost 1s equal to his marginal revenue. Hence monopoly output js 
in general less than competitive output and his price is highe; 
than competitive price. 

Thus when lesser output under monopoly is connected with 
the idea of under-utilisation of resources and consequent creation 
of unemployment in the society, higher prices charged by the 


monopolist obviously cut the real income of the labourers and 
Both the situations are not cousistent 
because they 


UT). 


poor masses in general, 
with the spirit of the Our’aa and the Sunnah, 


are anti-social and deprive the poor, nay, the community asa 
whole, of the beneficent and proper use of the ‘‘Bounty of Allah”, 

I. maintain that the Islamic State has every rsght to control and 
regulate monopoly price and profit. Maximum prices may be fixed. 
Efforts may also be made to introduce a new element of incen- 
tives in the process of production in the form of maximum fe. 
wards of factors of production in a manner that conditions 
approximating to competition may be created so that it may no 
longer be to the advantage of the monopolist to limit his output 
and keep productive factors out of employment. The difficulty 
here is to arrive at correct levels of prices and rewards of factors. 
This, however, can be achieved, if proper machinery is established 
for the purpose and the method of trial and error is allowed to 
arrive at correct prices. If need be, nationalisation of monopoly 
may be resorted to as an extreme step, because, according to the 
Holy Qur’an, a legal owner of a firm or propety is not the only 
person entitled to its use. Those in need have right in the pro- 
perty of those who are better off, inasmuch as al] wealth is a 
bounty of God and is acquired through the use of resources which 
God has provided for the benefit of the whole of mankind (li 20), 
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Viewed from this standpoint the recent promulgation of the 

Monopolies and Restrictive Trade Practices (Control and Preven- 
tive) Ordinance by our Government is a positive step in the right 
direction. It accords State recognition to the fact that the exist- 
ence of monopoly power in industry, concentration of wealth in 
the hands of a few giant firms, and their widespread business 
collusions have led to corrupt practices and exploitation of the 
consumers. In this Ordinance a clear-cut definition has now been 
provided of such terms as undue concentration of economic 
power and unreasonable monopoly; for example, the former 
covers those companies which have assets of over one crore of 
rupees and, in case of public companies, those in which indi- 
viduals hold or control 5u°¢ shares. But much will, indeed, depend 
on the actual operation of the new law which must have a fool- 
proof machinery to enforce its intent and purpose. It is, however, 
fclt that there should be proper assessement of how many mono- 
polistic combines and cartels will actually break up under the 
impact of the new ordinance; ifit affects only a few, the upper 
limit of a monopoly should be scaled down. 

To do away with the evils of wealth concentration, it may 
also be necessary to drastically amend the company laws, abolish 
the managing agency system and strengthen the public sector. 
That would help harmonise the dictates of Islamic social justice 
with the demands of economic dynamism—the underlying a 
tive of the new Ordinance. 

(5) Real Rise in Prices. The causes of real rise in prices are: 
(1) increasing money supply, (2) decreasing productivity, (3) in- 
creasing development activity and (4) various fiscal and monetary 
measures. True, expansion in money supply generates effective 
demand. But any money expansion in the face of a disappointing 
‘growth of output, causing grave imbalance between availability of © 


sure. Expansion in the sbbtiey supply also encourages” speculative — y 
activities on a wide scale looking up for resources in the form o is: 


‘excessive holdings of inventory. Therefore, monetary a | 
ofan Islamic State must know that in a growing economy there is 


‘always scope for using deficit financing (i.e. money exp 
through loans mainly from banks) even when the objective is 
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higher than competitive price, and the output produced by , 
monopolist is lower than that produced under competitive co) 
ditions under perfect competition. The demand curve facing ea! 


seller is perfectly elastic, and he goes on producing and sellinp 
additional output until marginal revenue is equal to price. But g 
monopolist has to face a comparatively inelastic demand curye 
and as he produces and sells the additional output, price decline 
in the market. Marginal revenue will then be less than price, and 
a monopolist will produce up to the point at which his margina! 
cost 1s equal to his marginal revenue. Hence monopoly output is 
in. general less than competitive output and _ his price is highe; 
than competitive price 

Thus when lesser output under monopoly is connected with 
the idea of under-utilisation of resources and consequent creation 
of unemployment in the society, higher prices charged by the 
monopolist obviously cut the real income of the labourers and 
poor masses in general, Both the situations are not cousistent 
the spirit of. the. OQuraa and the Sunnab,, because they 


with 
the community asa 


are anti-social and deprive the poor, nay, 
whole, of the beneficent and proper use of the ‘‘Bounty of Allah”, 
I. maintain that the Islamic State has every right to control ang 
regulate monopoly price and profit. Maximum prices may be fixed. 
Efforts may also be made to introduce a new element of incen- 
tives in the process of production in the form of maximum re- 
wards of factors of production in a manner that conditions 
approximating to competition may be created so that it may no 
longer be to the advantage of the monopolist to limit his output 
and keep productive factors out of employment. The difficulty 
here is to arrive at correct levels of prices and rewards of factors. 
This, however, can be achieved, if proper machinery is established 
for the purpose and the method of trial and error is allowed to 
arfive at correct prices. If need be, nationalisation of monopoly 
may be resorted to as an extreme step, because, according to thé 
Holy Qur’an, a legal owner of a firm or propety is not the only 
person entitled to its use. Those in need have right in the pro- 
perty of those who are better off, inasmuch as all wealth is a 
bounty of God and is acquired through the use of resources which 
God has provided for the benefit of the whole of mankind (li 20), 
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Viewed from this standpoint the recent promulgation of the 

Monopolies and Restrictive Trade Practices (Control and Preven- 
tive) Ordinance by our Government is a positive step in the right 
direction. It accords State recognition to the fact that the exist- 
ence of monopoly power in industry, concentration of wealth in 
the hands of a few giant firms, and their widespread business 
collusions have led to corrupt practices and exploitation of the 
consumers, In this Ordinance a clear-cut definition has now been 
provided of such terms as undue concentration of economic 
power and unreasonable monopoly; for example, the former 
covers those companies which have assets of over one crore of 
rupees and, in case of public companies, those in which indi- 
viduals hold or control 5u°% shares. But much will, indeed, depend 
on the actual operation of the new law which must have a fool- 
proof machinery to enforce its intent and purpose. It is, however, 
{cit that there should be proper assessement of how many mono- 
polistic combines and cartels will actually break up under the 
impact of the new ordinance ; if it affects only a few, the upper 
limit of a monopoly should be scaled down. 

To do away with the evils of wealth concentration, it may 
also be necessary to drastically amend the company laws, abolish 
the managing agency system and strengthen the public sector. 
That would help harmonise the dictates of Islamic social justice 
with the demands of economic dynamism—the win a objec- 
tive of the new Ordinance. 

(b) Real Rise +n Prices. The causes of real rise in prices are: 
(1) increasing money supply, (2) decreasing productivity, (3) in- 
creasing development activity and (4) various fiscal and monetary 
measures. True, expansion in money supply generates effective 
demand. But any money expansion in the face of a disappointing 
growth of output, causing grave imbalance between availability of 
‘goodsand monetary demand, is bound to create inflationary pres- 
‘sure. Expansion in the money supply also encourages speculative 
activities on a wide scale looking up for resources in the form of 
-excessive holdings of inventory, Therefore, monetary authorities 
ofan Islamic State must know that in a growing economy. there is 
“always scope for using deficit financing (i.e. money expansion 
through loans mainly from banks) even when the objective is 
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price stability: Where» exactly that point lies is, of cours 
matter of practical judgment. The question of this arises out os 
the expansion in output and the rise in monetary requirements 
per unit of output owing to decreasing income velocity and jp. 
creasing monetisation which are the normal features of a develop 
ing economy: While handling this problem of deficit financing 
another important factor which should be kept in viey ; 
interest on loan will not be allowed to exercise its adverse « 
on production, distribution and employment. 

Secondly, if rise in price is due to inadequate increase in pro 
ductivity resulting either from seasonal or cyclical or other 
factors, much can be done by an Islamic State in preventing the 
price rise either by changing fiscal or monetary policies, or by 
rationing essential consumers’ goods and by licensing new invest. 
ments. The concern for the welfare of the people is the guiding 


Is that 


7 +. 
és ~is 


principle of an Islamic State. 
This brings us to the discussion of the role of the Islamic 


State in regard to rise in price resulting from increasing develop- 
ment activity. In a growing economy where major development 
programmes, implying major shift of resources away from tradi- 
tional production techniques and activity, have been undertaken, 
price increases partly because of the existing socio-economic in- 
stitutions running on the traditional pattern, partly because oj 


its dependence mainly on agricultural type of economy where 
rapid adjustments are not possible as in industry, and partly 
because of; growing uncertainties of foreign aid and loans, the 


cumulative effects of which put pressure which monetary authori. 
ties find it difficult to overcome. To my view, whether this price 
increase will be approved by an Islamic State or not depends on 
the type of objectives a country wants to achieve through the 
implementation of the development programmes. If development 
activities of a country bring fortune only to a few privileged 
persons to the neglect of the vast masses of the people, we are 
not prepared to accept that type of development in an Islamic 
state whatever justification one may have. Even price rise which 
is inevitable due to development may be justified if that is for 
the people. An Islamic State must see that everybody gets his 


due. The Qur’an directs that the kindred, the needy, the way- 
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farer must be paid their due (xxx. 90). To this end, there is 


emphatic and repeated exhortation in the Qur'an. Such giving 
should be in proportion to the need of the person to be helped 
and in accord with the means of the giver, and should not pro- 
ceed from any expectation of receiving a return (xvii. 27; xlvii. 7). 

It is indeed the highest bounty of God that He should have 
endowed man with appropriate faculties and capacities and then 
subjected the universe to beneficent service of man to enable him 
to achieve the fullest development of his faculties in every sphere 
of life. Therefore, an Islamic State must use Islam asa factor of 
development so that people are inspired to put their faculties to 
beneficent use in the service of their fellow-beings. If people 
motivated by this spirit carry on the development activities 
which result in price increase, we are prepared to. accept such a 
situation in an Islamic State. 

Lastly, let us now talk of fiscal measures like taxes on manu- 
factured goods, which may contribute to rise in price. In an 
Islamic State there is always room for additional taxation. The 
principle is that, while imposing taxes on goodsand services, their 
impact and incidence on the poor and the needy must be kept in 
view. The excessive concern for raising revenue through indirect 
taxes cannot be supported because indirect taxes are generally 
imposed on the necessaries of life and poor people are likely to be 
hard hit. 

(c) Artificial Rise in Price. The artificial scarcity of goods 
created by unscrupulous business men resulting in rise in price is 
due to (#) speculative business, (s#) hoarding, (#94) black-market- 
ing and smuggling. Both the Holy Qur’an and the Sunnah have 
emphatically condemned all these activities. ‘Speculation, ‘which 
implies buying a commodity with a view to selling it at a higher 
price in future, results in increase in price. Islam has severely con- 


demned this type of artificial rise in price, because in actual life : 
fie 


we find generally illegitimate speculation, for perfect s 
tends to destroy itself. If speculators are perfectly wise, they 
make a correct forecast of future changes in prices, ‘and 
result of their action thes2 price fluctuations will be elimin 

altogether, so in the end price would cease to fluctuate. THe ee 
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scrupulous business men will not tolerate ins situation un der the 
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is not prepared to accept this un 
resulting in rise in price. Ma‘mar reported, 
*“*He who accumulates stock of 


the Prophet (be pea 
on him) said: grain during sbort- 
age of it (with a view to profiteering later 
(Muslim and Mishkdt, 12: 8). Again, it is related on th 
of Jabis who reported : the Messenger of Allah (be ps 
“May Allah have mercy on the man who | rous whe: 

mands Dis due) 


said : 
he buys and when he sells and when he de: 
(Bukhari, 34: 16). 
ise } ices in actual life many 


Apart from the speculative rise in prices in 
traders and business men, instead of putting their facu 
beneficent use in the service of their fellow-beings, have a 
tendency to hoarding and black-marketing not realising that 
even from purely selfish point of view the greatest bencht is to 
be derived from free and fair dealings, not from the apparent 
rise in price due to hoarding. The Holy Qur'an declares that there 
is a grievous punishment in store for those who encourage hoard. 


ing. Thus Allah commands: 


And there are those 

Who bury gold and silver 

And spend it not in the Way 

Of God : announce unto them 

A most grievous penalty (ix. 34). 

The principle is that one must not hoard just to derivea 
temporary benefit out of higher price. Holding back actually 
readers a person progressively poorer in the true sense inasmuch 
as he stultifies his faculties, and by putting that which he possesses 
out of human consumption in the time of need deprives the com- 
munity of its proper and legitimate use 

To my mind, the Islamic State is quite competent to deprive 


as a last resort speculative and anti-social business firms of 
gq nite justi 


ownership. The Government of the Islamic State is 
fied in taking drastic measures against hoarding, smuggling and 
profiteering in order to check undue rise in prices. When hoarded 
stocks are brought into open indicating a fall in prices as a result 
of deliberate policy of the State, it must make arrangements for 
the production of replenished stock of hoarded goods. It is not 
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out of place to mention here that another cause for artificial in- 
crease in price lies in the unrestricted earning and spending 
inherent im the capitalistic system, The result ts social chaos. 
Thus wealthy people indulge in *‘conspicuous waste” motivated 
by the false sense of prestige and dignity. This conspicuous waste 
is bound to create the problem of scarcity of specific goods result- 
ing in rise in prices. Islam is very critical of this type of expendi- 


ture. The Holy Qur'an says : 
...eatand drink: 
But waste not by excess, 


For God loveth not the wasters (vii. 31). 
Another significant verse is ° 
Those who, when they spend, 


Are not extravagant and not 
Niggardly, but hold a just (balance) 
Between those extremes (xxv. 67). 


Therefore, an Islamic State is morally bound to control the 
“conspicuous waste” of the rich, lest it should undermine morals 
and paralyse lawful economic activities and increase the miseries 
of the poor people. Thus while discouraging the “conspicuous 
waste” of the rich, Islam does not favour the idea of self-denying 
practices by which a man deprives himself of certain kinds 
of lawful goods. The Qur'an says : ‘O you who believe! do not 
forbid yourselves the good thiogs which Allah has made lawtul 
for you and do not exceed the limit"’ (v. $7). 

(2) Rise in Price of Neerssarses of Life. A religion which: 
regulates and controls even our menu with a view to making us 
pure cannot ignore the rise in price of foodgrains. Great stress is) 
laid on the sale of cereals, because they are the prime need oft 
common man, They should, therefore, be sold in the market 
that they may be had at the price which the producer obtai 
The question of speculation in this prime need of every m 
rich or poor—is totally ruled out in Islam. Ibn ‘Umar reported 
They used to bay cereals from the camel-owners in the time’of 
the Prophet (be peace on him) and he used to forbid them sell- 
ing it where they purchased it, until it was brought to the place 
where cereals were sold (Bukhari, 34: 49). We have already seer 
that the withholding of cereals to raise their price artificially is — 


Islamic Ecouomtcs : Theory and Pract 
capitalistic frame of society. They will deliburately create a {aJs 
opinion as to the general conditions of demand and supply. Islay 


is not prepared to accept this unrestricted speculative activity, 
resulting in rise in price. Ma‘mar reported, the Prophet (be p ace 
on him) said : ‘*He who accumulates stock of grain during short. 
age of it (with a view to profiteering later), isa great sinner” 
(Muslimand Mishkaét, 12: 8). Again, it is related on the authorit, 
of Jabirc who reported : the Messenger of Allah (be peace on him) 
said : ‘‘May Allah have mercy on the man who is generous when 
he buys and when he sells and when he demands (his due) 
(Bukhari, 34: 16). 

Apart from the speculative rise in prices in actual life many 
traders and business men, instead of putting their faculties to 
beneficent use in the service of their fellow-beings, have a 
tendency to hoarding and black-marketing not realising that 
even from purely selfish point of view the greatest benefit is to 
be derived from free and fair dealings, not from the apparent 
rise in price due to hoarding. [he Holy Ouran declares that there 
is a grievous punishment in store for those who encourage hoard. 
ing. Thus Allah commands: 

And there are those 

Who bury gold and silver 

And spend it not in the Way 

Of God : announce unto them 

A most grievous penalty (ix. 34). 

The principle is that one must not hoard just to derivea 
temporary benefit out of higher price. Holding back actually 
renders a person progressively poorer in the true sense inasmuch 
as he stultifies his faculties, and by putting that which he possesses 
out of human consumption in the time of need deprives the com- 
munity of its proper and legitimate use. 

Io my mind, the Islamic State is quite competent to deprive 
as a last resort speculative and anti-social business firms of 
ownership. The Government of the Islamic State is quite ju3ti- 
fied in taking drastic measures against hoarding, smuggling and 
profiteering in order to check undue rise in prices. When hoarded 
stocks are brought into open indicating a fall in prices as a result 
of deliberate policy of the State, it must make arrangements for 
the production of replenished stock of hoarded goods, It is not 
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out of place to mention here that another cause for artificial in- 
crease in price lies in the unrestricted earning and spending 
inherent in the capitalistic system, The result is social chaos. 
Thus wealthy people indulge in ‘‘conspicuous waste’ motivated 
by the false sense of prestige and dignity. This conspicuous waste 
is bound to create the problem of scarcity of specific goods result- 
ing in rise in prices. Islam 1s very critical of this type of expendi- 


ture. The Holy Qur’an says : 


... eat and drink: 

But waste not by excess, 

For God loveth not the wasters (vii. 31). 
Another significant verse is: 


Those who, when they spend, 

Are not extravagant and not 

Niggardly, but hold a just (balance) 

Between those extremes (xxv. 67). 

Therefore, an Islamic State is morally bound to control the 
“conspicuous waste” of the rich, lest it should undermine morals 
and paralyse lawful economic activities and increase the miseries 
of the poor people. Thus while discouraging the ‘‘conspicuous 
waste”’ of the rich, Islam does not favour the idea of self-denying 


practices by which a man deprives himself of certain kinds 
:'*O you who believe! do not 


of lawful goods. The Qur'an says : 
forbid yourselves the good thiags which Allah has made lawful 


for you and do not exceed the limit” (v. 87). 

(d) Rise in Price of Necessartes of Life. A religion which 
regulates and controls even our menu with a view to making us 
pure cannot ignore the rise in price of foodgrains. Great stress 1s) 
laid on the sale of cereals, because they are the prime need of the. 
common man, They should, therefore, be sold in the market so’ 
that they may be had at the price which the producer obtained. 
The question of speculation in this prime need of every man— 
rich or poor—-is totally ruled out in Islam. Ibn ‘Umar reported 2 


They used to buy cereals from the camel-owners in the time of! — 


the Prophet (be peace on him) and he used to forbid them sell- 
ing it where they purchased it, until it was brought to the place 
where cereals were sold (Bukh@ri, 34: 49). We have already seen 
that the withholding of cereals to raise their price artificially is 
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condemned. 


4. Suggestions and Conclusion 
6 the Oly O] 


L tne pr 


Taken all in all, we must say that the Islami 
prices precludes any type of exploitation either fr 
ducer’s side or from the consumer’s side. In a mixed econ 
like Pakistan's, producers are more or less orga 


Sumers are not. Hence the necessity of educating them 
State patronage and control with a view to harmonising the di 
aI oe iu ers 


tates of Islamic social justice with the demand ot 
incentive. However, to keep the price level of the basi 
saries of life within the reach of common man and work-people 


State must take a number of policy decisions whi 
; (a) procure: 


, 
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an Islamic 

may include some short-term measures like: nent of 

some cash and non-cash crops by the State so that farmers get 
(5) rationing of foodgrains and 

(c) holding of 


the due price of their produce, 
under 


supply of subsidised essential consumer goods 
seminars/discussions between producers and consumers 
> of imbuing them with 


State patronage with the clear objecti, 
an Islamic code of transactions, and long-term measures like (a) 
setting up of a high-powered fair price authority (I do not likete 
suggest the term ‘“‘price control’’ from the producer’s viewpoint) 
consisting of representatives of producers, consumers, Government 
experts and I[slamic jurists, (6) creation of a network of con- 
sumers co-operatives throughout the country under State patron 
age on a no-profit-no-loss basis, (c) comprehensive consumption 
planning within the framework of State planning. Needless to 
mention that none of these measures are, to the best of my know- 
ledge, against the injunctions of Islam 

Lastly, I submit that the big question that awaits solution 
by an Islamic State is the derivation of a foolproof institutional 
arrangement based on Islamic principles which will automatical- 
ly take care of all economic ills of the society. Any one injunction 
working in isolation will, I am sure, produce a lopsided state of 
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affairs, as 1s the case now in almost all Muslim countries 
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: 1. Introduction ; Islam and Modcrn Banking 
(An Analysis of Interest-free Banking System) 


| Imbued with the ideas of Western civilisation many a Mus- 
| lim scholar has started finding serious weaknesses in our religious 
injunctions, It is a blunder on the part of any person to think that 
| Islam is a mere religion, and that its principles are out of tune 
| with the modern world. In fact, Islam is not a religion; it isa 
social system, a composite code, a civilisation of which religion 
is a part. But the fundamental principles of Islam are challenged 
by different schools of thought like Capitalism, Communism, etc. 
As followers of Islam the Muslims have to face the situation with 
reasons and arguments of their faith in keeping with the intel- 
lectual standard of the modern world. Here an attempt is being 
Trade is like usury. But God hath permitted trade ang made to point out the differences between Islamic and capitalis- 
forbidde usury ; Allah will deprive usury of all blessings, but wi) {ic conceptions of modern banking and to see if the former has 
increase for deeds of charity. anything better to offer than the latter. 
—al-Qur'an, ii, 275-27¢ 
.-. I mean the doctrine that the rate of interest is not self. | 2. Usury, Interest and Islam 
adjusting at a level best suited to the social advantage but cop. 
stantly tends to rise too high, so that a wise government ig The Qur’an and the Sunnah—the two fundamental sources of 
concerned to curb it by statute and custom and even by invoking Islamic Lanratrictly forbid interest for its tyranny (ref. Surahs 
uzzammil ‘‘Bagarah’). Even some learned Muslims, 


the sanction of the moral law. 
— ‘ G 1 Th He ee 
Lord "Keynes, ine tsenerar 1 seer . blinded by the piety charm of the European civilisation, say 
that what Islam prohibits is usury and not interest. They opine 
that interest paid on Joans for investment in productive ac les 


would not contravene the law of the Our’an for it refers only to 
es 


usury on non-productive loans which h prevailed in pre-Islamic time 

when people were n ple were not familiar with productive loans and their i in- 
fluence on economic development. In this the propounders of — the 
theory of interest st would appear to have overlooked that the Qur’ an | 
the last of the divine messages for human guidance, legislated foral | 
ages, and that God’s knowledge as embodied in it could not be be 
substituted by economic practice of interest on productive loans 
known to this or any other age. In fact, the difference between pro 
ductive and so-called unproductive loans is a difference of d cere’ 
not of kind. Calling usury or Riba by the name of “interest” a 


ait 
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not change its character since interest is nothing but an addj. 


tion to the borrowed capital, which is usury in both spirit ang 
Again, The Concise Oxford Dictionary d 


Islamic code of law. 
“Practice of lending money at ex. 


fines. usury as follows: 
orbitant interest esp. at higher interest than is allowed by la 


The same sentiment is also expressed by Chamber's Dictionary, 
But what is an exorbitant rate of interest ? What is a reason. 
able rate of interest today will be an exorbitant rate of in. 
terest tomorrow. Again, what is reasonable to one country may 
be unreasonable to another country. In the ‘twenties man, 
co-operative societies had been charging from 12° 
interest and at that time it was considered reasonable. But to- 
day it is considered to be most excessive and exorbitant. Even 
the 83% rate of interest which was considered by an expert 
body like the I'inancial Committee of the late League of Nations 
as reasonable is now regarded as exorbitant or usurious even in 
economically backward countries like India, Pakistan. Moreover, 
even today there are instances where in some countries the legal! 
rate of interest in one leading institution is exorbitant compared 
to the legal rate of interest of another institution in the same 
area for a similar type of loans. In the U.SA., for example, a 
bank cannot charge more than 8° as ioterest whereas a finance 
company can charge 30% to 36% rate of interest per annum fora 
similar loan. Again, for a personal loan a private money-lender 
charges 24° to 100% per annum, and it is still not against the 
law. As a matter of fact, there is no difference between interest 
and usury or Riba. Islam definitely prohibits all sorts of interest 
whatever high-sounding and pursuasive names we may give it. 
But in our capitalistic economy interest 1s the centre round which 
the banking system revolves. Without interest, it is argued, the 
banking system will become lifeless and the whole economy will 
be paralysed. But Islam is a dynamic and progressive force, and 
it is quite possible to prove that the Islamic conception of interest- 
free banking system is superior to modern banking. At this stage 
an attempt may be made to establish that the rate of interest has 
nothing to do in influencing the volume of saving. In this connee- 
tion the classical and Keynesian views on interest may be 
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recorded. 
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3, Classical and Keynesian Views on Interest 


The classical economists like Alfred Marshall are of opinion 
that the rate of interest and savings are inter-linked. Since the 
rate of interest is one of the most important factors which govern 
the volume of savings, the higher the rate of interest, the larger 
the reward for saving, the higher the propensity to save and 
vice versa. Thus according to them any increase in the volume of 
saving means the increase in investment which results in develop- ° 
ment of trade, commerce and industry, 
The classical analysis is refuted by a world-famous capitalis- 
tic economist, Lord Keynes. Keynes has cast a serious doubt on 
the efficacy of the rate of interest in influencing the volume of 
saving. He boldly declares that the volume of savings, toallintents 
and purposes, depends on the volume of investment. A high rate 
of interest wil] damp down the volume of investment made by 
the business public. As a result, trade, commerce and industry as 
a whole will be adversely affected. Owing to this direct blow 
on the economic system the aggregate money income will shrink. 
But we are fully aware of the fact that savings depend on the. 
level of money incomes of the people. As the per capita income of 
people will shrink, automatically the volume of savings will be 
reduced, 
Though Keynes, being the victim of his environment, regards 
3% as a reasonable rate of interest, yet in the middle of his 
famous book, The General Theory of Employment, Interest and 
Money, writing under the heading ‘‘Observations on Nature of 
Capital,’ he clearly admits the Islamic conception of banking. 
and asks the people to earn money by enterprise. ‘‘A properly run. 
community,’ observes Lord Keynes, ‘‘equipped with modern; 
technical resources, of which the population is not increasing 
rapidly, ought to be able to bring down the marginal efficiency 
of capital to zero within a single generation, so that we should 
attain the conditions of a quasi-stationary community where 
change and progress would result only from changes in techinque,. 
taste, population and institutions with the products of capital sell- 
ing at a price proportioned on just the same principles as govern 
the prices of consumption goods in which capital charges enter 
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Which can be got rid of if interest is abolished 


I am right m supposing the capital goods so abundant that 
margma! efficiency of capital is zero. this m 
sensibie way of getting nd of many of the ectiona 
of capitalism in this connection is interesting ti te t 
rowther, in his book, An Outisne of Money (| 
“a gradual and imperceptible fall in the value o 
necessary to enabie the world to slip out of its sel 
aims of usury’’ (p. 98). He attributes the riss 
succeeding century to this fall in the value of money, which is 
necessary ““to keep the steadily mounting money from becoming a 
burden” (p. 178). 
in fact, it 1s found by modern research at : 
nothing to do in influencing the volumeof saving. Pra it 
is the rate of investment that determimes the rate of saving 
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It ms here, we think, that 
> those who keep their money idle. 


4. The Theory of Zakat 


strong blow at the root of Capitalism. Untfortu- 


natel has been widely misunderstood. Some have taken it 
to be a voluntary private charity, whereas it ts a compulsory tax 
on savings and property, at a rate varying from 23%, to 20°.. Here 


I do not like to discuss the 


ategories of property defined in the early 


question whether it ss right in modem 
times that the days ol 


Islam on which Zakat was imposed should be accepted as final 


and relevant. But the jurists are apreed that where Zakat is due, 
and 1s not id, eniorcement measures can be taken against the 


default rs 
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The history of Islam records many incidents where the 


the case of Caliph Abi Bakr al-Siddig, the first Caliph of Isiam. 
4akat 15 the uncompromising enemy of hoarding. it checks 
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the tendency to hoard idle cash resources and provides a power- 
fu] stimulus for investing these idle stocks. This stimulus gets 
momentum from the fact that Islam allows profits and sleeping 
partnerships in which profits as well as loss is shared. 


5. The Princtple of Mudarabah 


The Islamic banking will be based on the universally recog- 
nised principles of Shirakah (partnership). That 1s, the whole 
system of banking in which the shareholders, the depositors, the 
investors and the borrowers will ‘participate on partnership basis. 
This will, we are sure, work through the application of the eternal 
principle‘of Mudarabah, where labour and capital can be combined 
together as partners for work. This'is not merely a partnership in 
the modern sense of the term. It is something more than.this, 
because Islam has provided a code of economic ethics combining 
the material and spiritual values for the conduct of its economic 
system. This code of economic ethics will have to be reflected 
when the principle of Mudarabah will be putanto practice. The 
Islamic banking ‘system can help establish certain mstitutions on 
the basis of Mudarabah and ‘thereby solve the age-old conflict 
between labour and capital. Industrial, commercial and agricul- 
tural enterprises can be wo: ked out on the principle of Mudarabah 
combining the various units of production. The mcome resulting 
out of such enterprises can be shared proportionately among the 
‘various units of production after deducting all the legitimate 
expenses of the enterprisers during the year. The writer is: quite 
sure that this principle of Mudarabah can be put into practice 
not only in interna! field but also in international field of economic 
activity. It is very timid, to say the least, on the part of any 
Muslim country not to develop its banking syctem on this 


principle. 
6. Mechanism of Islamic Banking ts 


The mechanism of Islamic banking which is based onthe 
principle of partnership is free of mterest. Therefore, the question 
of paying any interest to depositors orcharging any interest fram 
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in an insignificant degree.” 

Keynes is fully conscious of the drawbacks of Capitalism 
which can be got rid of if interest is abolished. Thus he said, “I! 
I am right in supposing the capital goods so abundant that 
marginal efficiency of capital is zero, this may be the most 
sensible way of getting rid of many of the objectionable features 
of capitalism.” In this connection, it is interesting to note that 
Crowther, in his book, An Outline of Money (1958 edn.) observed: 
“‘a gradual and imperceptible fall in the value of money is 
necessary to enable the world to slip out of its self-imposed 
claims of usury” (p. 98). He attributes the rise of prices in every 
succeeding century to this fall in the value of money, which is 
necessary “‘to keep the steadily mounting money from becoming a 
burden”’ (p. 178). 

In fact, it is found by modern research that interest has 
nothing to do in influencing the volume of saving. Practically, it 
is the rate of investment that determines the rate of saving, 
Islam prohibits interest but encourages investment. Here, one 
may argue that if no interest be paid on deposits, then the people 
may be tempted to keep their deposits idle and in hoarded form, 
It is here, we think, that Zakat plays a very significant tole, 
Islam penalises those who keep their money idle. 


4. The Theory of Zakat 


Zakat is the strong blow at the root of Capitalism. Unfortu- 
nately, Zakat has been widely misunderstood. Some have taken it 
to be a voluntary private charity, whereas it is a compulsory tax 
on savings and property, at a rate varying from 23% to 20%. Here 
I do not like to discuss the question whether it is right in modeu 
times that the categories of property defined in the early days of 
Islam on which Zakat was imposed should be accepted as final 
and relevant. But the jurists are agreed that where Zakat is due, 
and is not paid, enforcement measures can be taken against the 
defaulters. The history of Islam records many incidents where the 
State took severe steps to enforce payment of Zakat as we find in 
the case of Caliph Abia Bakr al-Siddig, the first Caliph of Islam. 

Zakat is the uncompromising enemy of hoarding. It checks 
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the tendency to hoard idle cash resources and provides a power- 

ful stimulus for investing these idle stocks. This stimulus gets 
momentum from the fact that Islam allows profits and sleeping 
Perea bes in which aa as well as loss is shared. 


5. The Principle of Mudarabah 


The Islamic banking will be based on the universally recog- 
nised principles of Shirakah (partnership). That is, the whole 
system of banking in which the shareholders, the depositors, the 
investors and the borrowers will participate on partnership basis. 
This will, we are sure, work through the application of the eternal 
principle of Mudarabah, where labour and capital can be combined 
together as partners for work. This is not merely a partnership in 
the modern sense of the term. It is something more than this, 
‘because Islam has provided a code of economic ethics combining 
the material and spiritual values for the conduct of its economic 
system. This code of economic ethics will have to be reflected 
when the principle of Mudarabah will be put into practice. The 
Islamic banking system can help establish certain institutions on 
the basis of Mudarabah and thereby solve the age-old conflict 
between labour and capital. Industrial, commercial and agricul- 
tural enterprises can be wo’ ked out on the principle of Mudadrabah 
combining the various units of production. The income resulting 
out of such enterprises can be shared proportionately among the 
-yarious units of production after deducting all the legitimate 
expenses of the enterprisers during the agian; 
sure that this principle of Mudarabah can be put into pract 
not only in internal field but also in international field of econ 
activity. It is very timid, to say the least, on the part of am ny 
Muslim. icousesy ‘not to develop its banking system on ‘thi y 
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clients does not arise. It can be started with new private bap. 
by the people or by the Government. Under the Islainic scheme g 
banking, there may be two types of depositors, The first type , 
depositors, who can deposit their surplus funds, may be allowed t, 

. This type o 


withdraw their funds any time without any notice 
deposits is for safe depositing only, not for investment in an 
productive activity where risk is involved. ) 
deposits, the bank may recover Zakat and service churg: 
Muslim and non-Muslim depositors respectively. This taxation op 
idle funds is justified, because it checks the tendency to hoard 
cash in idle form and provides a stimulus for investing in pro 


In the case of such 
iro 


ductive activities. 

The second type of depositors will not be in a position tg 
withdraw their funds without notice. [Their surplus funds may be 
invested in productive afiairs on a short-term basis. [he bank wij 
not charge anything from these depositors; rather, they wil] be 
allowed to share the profit or loss of the bank proportionately at 


the end of the financial year in a form similar to that of dividends. 
The Islamic bank, however, can raise funds, if reed be, by 
inviting investment for a period from one year to five years or 
more. Even in Western countries some of the banks issue invest 
ment certificates or investment bonds on a fixed rate of interest. 
But in an Islamic State these investment certificate-holders wil] 
be eligible to share the profits of the bank proportionately in the 
form of dividends which may be worked out at the end of the 
financial year, Obviously, the Islamic bank cannot issue debentures 


for fund-raising, as it involves paying of a fixed rate of interest, 
i. Short-Lerm and Long-Term Financing 


The short-term financing of industry, trade and agriculture 
can be made by the Islamic bank on partnership basis. In this 
respect, the Islamic bank makes itself directly liable both to those 
who keep their funds with it and to those who borrow funds from 
it. Even a more important function of the Islamic commercial 


bank is that il can create credit. Islam has prohibited the 
This does not mean that Islam doés 
Though there 


charging of usury or interest. 
not allow financing of trade or industry on credit. 
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is a tendency of the banks to expand credit far beyond the limits 
of their reserves at times of prosperity and vice versa, yet business 
management contract allowed under Islamic code will be able to 
check the factors that shake economic stability and set successive 
economic crises in motion. 

Loans provided by ordinary deposit banks are often given 
on short-term basis not exceeding two years. Since most of their 
borrowed funds are payable on demand or at short notice, they 
dare not lock them up in long-term loans and investments. This 
type of bank has a special liquidity problem which governs its 
choice of investments. Thus assets should not be chosen merely 
according to the principles of profitability and security. Even 
more important is the timing of the liquidity of the assets with 
respect to the time structure of the liabilities. Therefore, it is 
recommended that specialised credit institutions like Industrial 
or Agricultural Development Banks and the like may be developed 
for long-term financing of trade, industry or agriculture as the 
casé may be, on partnership basis. The bank and the other party 
may work out the ratio of the profit and loss based on the amount 
of funds and on the length of period advanced in accordance with 


Jocal practice and Islamic code. 


8. System of Guarantee 


Probably, the Islamic bank can eyolve the system of 
guarantee of loans for industries, working capital as well as for 


equipment, This guarantee may induce private capital to move 
into Muslim countries, b2caure the flow of private. capital” in 


Muslim countries has always been inadequate in relation to th the 
trends towards external assistance. The bank’s guaran ee may 
help the industrialists of small- scale industries in providing tools 
and equipment. The foreign exchange thus saved, however small 
in amount it may be, may be directed to other product ve 
purposes. It is only in the development of small-scale industr 

that private initiative and enterprise find full scope of devel- 
opment and the economic base of democracy is strengthened, 
because it creates opportunities for employment for ‘both une 


employed and under-employed in an economy like Pakistan's, 
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Islamic Economic 
In the absence af any growth of cottage and small-scale indust;;,, 
in rural and semi-urban areas the agricultural economy of shin 
countries cannot offer employment to their labour force th igh. 


out the year. Iherefore, there should not be two opinions on th. 
question of financing development projects on a large dimensijgy 


in the dynamic seiting of the growth of Muslim countries, Noy 
as to the question of ways and means it is a matter of detail ang 
may be examined in the light of rapidly changing ciccumstances, 


9. Islamic Bank and Consumption Loan 


The requirements of the daily life are becoming more and 
more complex Therefore, the importance of consumption loans 
for genuine requirements of the individuals can hardly be over. 
estimated. The consumption }cans are more or less unproductive 
in nature, though their influence on the productivity of the com. 
munity has indirect bearing in so far as it stimulates production 
and supply. But as they do not produce any direct income, there. 
fore, it may not be possible for the Islamic bank to lend monty 
for such loans on partnership basis. It is recommended that such 
loans will be made either by people’s co-operative societies or by 
some Government credit agency. Loans must, of course, be granted 
against the deposit or evidence of fixed assets owned by the bor. 
rowers. [he establishment charges of these banks will be borne 
by the State like the charges of hospitals, orphanages and other 
public utility institutions, as, for instance, universities, etc, So in 
the Islamic social set-up the State is forced to tax all deposits 
and credit balances to meet its charges. People will not find it 
difficult to bear this burden of taxation since, on account of free 
service, trade, commerce and industry will flourish. As a result, 
the economic resources will be exploited, the problem of un- 
employment will be solved and the national income will increase 
in the Islamic State. 

It is interesting to mention that a peculiar kind of loan existed 
—and it still does exist in all the Muslim countries—which was 
called Oard-i-Hasanah—a loan without interest. Because lending 
and borrowing had been mentioned in religious laws too, they 
were also governed thus. A debtor had to clear all his debts before 
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his death, otherwise he would be a sinner. The lender, in some 
cases, not to subject his fellow-men to this sin, would advance 
‘Oard-i-Hasanah” the repayment of which was not imperative. 


10. Relations with Depositors 


Depositors as a whole, and not as individuals, shall be deemed 
to be the capitalist and the bank the absolute operator in the 
sense that it will be entitled to appoint agents for the investment 
of its deposit money. Some of these investments may achieve 
great success, others turn out to be moderately successful, and 
others, of course, prove a failure. It follows that in allotting funds 
the banks have to judge as to whether the particular type of trade 
or industry would be worth taking or not, and can judge his cus- 
tomers and thereby provides a check on expansion of those types 
of trades and industries which are likely to be uneconomic in the 
long run and undesirable from the social angle of view or involve 
too much risk which cannot be calculated with reasonable ac- 
curacy. The Islamic bank, by putting a check on the undesirable 
investment, can render and does render a great service in foster- 
in economic development on most sure and sound lines. The need 
for this direction of investment arises from the fact that in all 
Muslim countries resources are very limited compared to the need 
of carrying out vast development programmes. 


11. Relations with Entrepreneurs 


The bank in each fiaancial year would compile a balance sheet 


of allsuch profits and losses, and the ultimate balance 
alter the bank’s general expenses are met, including salaries, 
wages and reserves, will be shared between the bank and the 
depositors in line with the relevant agreement. The bank's own 
share will then be distributed to the shareholders in proportion 
to their respective shares. In a recent article the Egyptian scholar, 
Dr M A, al-‘Arabi, bas rightly pointed out : 


A bank in relation to depositors has teen considered the 


operator or business manager, and the depositors deemed as car 
talists, In relation to the entrepreneurs, however, the bank © 


taken to be the capitalist and the latter the operators, In this 
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in rural and semi-urban areas the agricultural economy of Mus)j; 
countries cannot offer employment to their labour force through. 
out the year. Iherefore, there should not be two opinions on the 
question of financing development projects on a large dimension 
in the dynamic setting of the growth of Muslim countries, Now 
as to the question of ways and means it isa matter of detail ang 
may be examined in the light of rapidly changing circumstances, 


9. Islamic Bank and Consumption Loan 


The requirements of the daily life are becoming more and 
more complex Therefore, the importance of consumption loans 
for genuine requirements of the individuals can hardly be over. 
estimated. The consumption Icans are more or less unproductive 
in nature, though their influence on the productivity of the com- 
munity has indirect bearing in so far as it stimulates production 
and supply. But as they do not produce any direct income, there. 
fore, it may not be possible for the Islamic bank to lend monty 
for such loans on partnership basis. It is recommended that such 
loans will be made either by people’s co-operative societies or by 
some Government credit agency. Loans must, of course, be granted 
against the deposit or evidence of fixed assets owned by the bor- 
rowers. Ihe establishment charges of these banks will be borne 
by the State like the charges of hospitals, orphanages and other 
public utility institutions, as, for instance, universities, etc. So in 
the Islamic social set-up the State is forced to tax all deposits 
and credit balances to meet its charges. People will not find it 
difficult to bear this burden of taxation since, on account of free 
service, trade, commerce and industry will flourish. As a result, 
the economic resources will be exploited, the problem of un- 
employment will be solved and the national income will increase 
in the Islamic State, 

It is interesting to mention that a peculiar kind of loan existed 
—and it still does exist in all the Muslim countries—which was 
called Oard-i-Hasanah—a loan without interest. Because lending 
and borrowing had been mentioned in religious laws too, they 
were also governed thus. A debtor had to clear all his debts before 
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his death, otherwise he would be a Sinner. The lender, in some 
cases, not to subject his fellow-men to this sin, would advance 
“Qard. i-Hasanah” the repayment of which was not imperative. 


10. Relations with Denpsitass 


Depositors as a whole, and not as individuals, shall be deemed 
to be the capitalist and the bank the absolute operator in the 
sense that it will be entitled to appoint agents for the investment 
of its deposit money. Some of these investments may achieve 
great success, others turn out to be moderately successful, and 
others, of course, prove a failure. It follows that in allotting funds 
the banks have to judge as to whether the particular type of trade 
or industry would be worth taking or not, and can judge his cus- 
tomers and thereby provides a check on expansion of those types 
of trades and industries which are likely to be uneconomic in the 
long run and undesirable from the social angle of view or involve 
too much risk which cannot be calculated with reasonable ac- 
curacy. The Islamic bank, by putting a check on the undesirable 
investment, can render and does render a great service in foster- 
in economic development on most sure and sound lines. The need 
for this direction of investment arises from the fact that in all 
Muslim countries resources are very limited compared to the need 


of carrying out vast development programmes, 
11. Relations with Entrepreneurs 


The bank in each fiaancial year would compile a balance sheet 
of allisuch profits and losses, and the ultimate balance remaining 
after the bank’s general expenses are met, including salaries, 
wages and reserves, will be shared between the bank and the 
depositors in line with the relevant agreement. The bank’s own 
share will then be distributed to the shareholders in proportion 
to their respective shares. In a recent article the Egyptian scholar, 
Dr M A, al-‘Arabi, has rightly pointed out : | . ae 


A bank in relation to depositors has been Santideredl the 
operator or business manager, and the depositors deemed as capi- 
talists, In relation to the entrepreneurs, however, the bank be 
taken to be the capitalist and the latter the operators. In this 
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case the conditions governing the rights and obligations of th, 
capitalists and operators shall apply. Any profits r Hy ed by th. 
entrepreneur—the operator in this case—shall be shared with th 
bank as capitalist, in the agreed proportions (The Pakist 
Limes, 30 December 1966). 


However, “If no profit or loss is suffered, the capital shall be 
restored to the bank intact, but in case of a losing business, the 
Jossshall be exclusively borne by the bank; should an entre. 


preneur (operator) be guilty of detrimental acts that damageg | 
part of the capital, he shall be held responsible for damages.” | 
Apart from this basic need for direction of investment banks | 
must be aware of the fact that real security for the deposits js ] 
the quality of advances and adequate liquidity. If the quality g 
advances is high and liquidity is adequate, augmentation of capita 
structure would have little significance except perhaps in terms of 
advances which, J am afraid, are not yet a feature of banking ip 
Muslim countries. In Islamic banking system we find a fusion be. 
tween investment, experience and financial experience. The great. 
est advantage which we cen reasonably expect from harmony 
between investment experience of the investors and financial ex. 
perience of the bank is the maximum guarantee for sounder invest. 
ment through the best possible utilisation of limited resources the 
Muslim countries have. 


12. Practicabtility of Partnership between 
Business Men and Bank 


It may be argued that business men might refuse to take the 

bank as a partner in an interest-free loan system. As Islamic 
economy is the fusion of Capitalism and Socialism, small! business 
men, who do not want any loan from the bank for carrying out 
their internal or inter-regional trade, might be left free and they 
might not be allo ved to become partners with the bank. But in 
the case of international trade and commerce, business 1nen cam- 
not refuse to take nationalised banks as partners. Because con- 
prehensive economic planning for the exploitation of the econo- 
nomic resources is allowed under Islamic Socialism and the 
entire commercial policy, which influences both exports and 
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imports, will be dictated and guided by the State. No. doubt, 
under the Islamic scheme of society, there is not. much room for 
the capitalist trinity—sovereignty of the consumer, tyranny .of 
the price system, and quest for huge profits. Here the economic 
architects generally would determine what use is to, be made 
of limited resources and, therefore, to some extent impair the 
sovereignty of consumers. So the question of investing money.in 
a joint-stock company by depositors directly instead of deposit- 
ing money in the bank does not arise at all. Because the Islamic 
economy is a good substitute for that allocation of economic 
resources which in a capitalist system is determined by prices and 
incomes, and related in turn to consumers’ sovereignty and 
decisions made by innumerable business men who are responsible 
for either over-production or under-production. In these circum- 
stances, business men would be tempted to co-operate with the 
banks to get the free banking services and to reap the benefit 
of keen business outlook and financial experience of the banks, 
So practicability and feasibility of partnership between business 
men and the bank can hardly be challenged. 

It is interesting to note that ia the. semi-socialisty e: environ- 
ment of the United Arab Republic, an experiment in interest-free 
banking was launched some four years ago on a modest scale 
which has now flowered into a. flourishing institution. The first 
bank was opened on 25 July 1963,in the town of ‘Mit-Ghamr, with | 
a population of 40,000, and the centre of a province of/another | 
200,000 people living in fifty-three villages along the Nile about 

half way from Cairo to the sea, with 1000 savings depositors.:It 
now has nearly 60,000 depositors and branches in four provinces; — 
The number of savings depositors in.all banks is 125,C00.and the _ 
number of investment depositors is 4000. eitladenoit nae inrall.. | 
accounts amount to £ E 260,000 (about Rs. 36 lakh)... «.. roy a ; 4 
This scheme of interest-free banking is aimed at me 4 
massive change in the fundamental attitude of villages in, t! 
heart of the Nile Delta towards saving and investment. The 
instrament of change is an ingenious savings bank project ad 
the goal is to begin industrialisation of villages without State — 

interference. Dr Ahmed El Naggar is the head, of the project. 
“Deposits of such banks are of three kinds: (a), Savings accounts 
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case the conditions governing the rights and obligations of tp, 
realised by th, 


capitalists and operators shall apply. 
entrepreneur—the 
bank as capitalist, in the agreed 
Limes, 30 December 1966). 
However, “If no profit or loss is suffered, the 
restored to the bank intact, but in case of 
Jossshall be exclusively borne by the bank; should an 
preneur (operator) be guilty of detrimental acts 
part of the capital, he shall be held responsible for damages,” 
Apart from this basic need for direction of inv 
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perience of the bank is the maximum guarantee for sounder invest. 
ment through the best possible utilisation of limited resources the 
Muslim countries have. 


12. Practicability of Partnership between 
Business Men and Bank 


It may be argued that business men might refuse to take the 
bank as a partner in an interest-free loan system. As Islamic 
economy is the fusion of Capitalism and Socialism, small! business 
who do not want any loan from the bank for carrying out 
their internal or inter-regional trade, might be left free and they 
might not be allo ved to become partners with the bank. But in 
the case of international trade and commerce, business inen can- 
not refuse to take nationalised banks as partners. Because conm- 
economic planning for the exploitation of the econo- 
nomic resources is allowed under Islamic Socialism and the 
entire commercial policy, which influences both exports and 
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imports, will be dictated and guided by the State. No, doubt, 
under the Islamic scheme of society, there is not. much room; for 
the capitalist trinity—sovereignty of the consumer, tyranny of 
the price system, and quest for huge profits. Here the economic 
architects generally would determine what use is to,;be made 
of limited resources and, therefore, to some extent impair the 
sovereignty of consumers. So the question of investing money. in 
a joint-stock company by depositors directly instead of deposit- 
ing money in the bank does not arise at all. Because the Islamic 
economy is a good substitute for that allocation of economic 
resources which in a capitalist system is determined by prices and 
incomes, and related in turn to consumers’ sovereignty and 
decisions made by innumerable business men who are responsible 
for either over-production or under-production. In these circum- 
stances, business men would be tempted to co-operate with the 
banks to get the free banking services and to reap the benefit 
of keen business outlook and financial experience of the banks, 
So practicability and feasibility of partnership between business 
men and the bank can hardly be challenged. 

It is interesting to note that ia the semi-socialist» environ- 
ment of the United Arab Republic, an experiment in interest-free 
banking was launched some four years ago on a modest scale 
which has now flowered into a flourishing institution, The first 
bank was opened on 25 July 1963.in the town of Mit-Ghamr, with 
a population of 40,000, and the centre of a province of) another 
200,000 people living in fifty-three villages along the Nile about 
half way from Cairo to the sea, with 1000 savings depositors»,1t 
now has nearly 60,000 depositors and branches in four provinces: 
The number of savings depositors in.all banks is 125;,(00 and. the 
number of investment depositors is 4000. Total deposits.in.al 
accounts amount to £ E 260,000 (about Rs, 36 lakh)... ads al 

This scheme of interest-free banking is aimed at effecting a 
massive change in the fundamental attitude of villages in, the 
heart of the Nile Delta towards saving. and. investment. The 
instrument of change is an ingenious savings bank project and 
the goal is to begin industrialisation of villages without State 
interference. Dr Ahmed El Naggar is the head. of the project. 
“Deposits of such banks are of three kinds: (a) Savings accounts 
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are opened with a minimum deposit of 5 piasters. The sum j, 
withdrawable on demand and does not yield interest. (b) A socia 
service fund is composed of charitable gifts held as trust by th 
bank. These are used as disaster insurance for savings depositors 
(c) Investment accounts are'opened with a minimum deposit of 
one Egyptian pound (Rs; 14): The deposits are withdrawable 
once a year and yield the’ depositor a share in bank profits 
according to size and terms of the deposit. 
To date the bank has not had one loan not repaid in good 
time. Dr El Naggar attributes this record to the community 
pressures built into the operations of the banks. By continually 
emphasising that the banks belong to the people, and by build. 
ing representation the local people into bank management, the 
project creates a climate for the people to exercise their owy 
social controls over anyone who tries to cheat or harm the banks, 
This social contro! ‘is practicable because exploitation in the 
United Arab Republic is curbed and individual profit is subordj. 
nated to collective good. 


13. Superiority of Islamic Conception of Banking 


The fact that modern ‘banks are’ the creditors of industry 
adversely affects the economic health of the country. Naturally 
banks place their own interest above the interest of industry 
as they have no real share in it. Here it is tempting to note that 
the business of the capitalistic banks can be compared to the 
business*of Shylock, the Jew. It may be argued that the modem 
banks collect idle savings and channelise them for productive 
purposes in lieu of a low rate’of interest and thereby offer.a great 
service to humanity. So one may say that there is nothing wrong 
in the working of'a modern bank in an Islamic polity. But, un 

fortunately, the modern banks, like Shylock the Jew, think only 
in terms of their own interests as they are guided by profit-hunt 
ing motive. So the business men who take loans from the bank 
will be sued civilly and prosecuted criminally if they fail toipay 
interest even by incurring loss in business. Because I have already 
said that the modern banks place their own interest above the 
interest of industry as they have no real share in it, So banks 
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of our capitalistic economy encourage unhealthy investment during 
the boom. Depression is the logical outcome of unhealthy invest- 
ment. Consequently, depression will be chronic. But banks in an 
Islamic State:being partners in industry can never encourage un- 
healthy investment. So there is much less possibility of depression 
under the Islamic scheme, If depression takes place owing to some 
other reason, the Islamic banks are in a better position to face 
the situation than the capitalistic banks because the fixed rate of 
interest which retards the recovery of depression will not be 
allowed to exercise its yeni ss infiinaes during the chee of 
depression, . 
Banks being partners will share the loss and profit. But one 
point to be noted here is that there is little chance of loss in the 
Islamic system. For healthy investment, ‘‘keen business. outlook 
and experience of the management of funds’ will come in contact 
with industry. Asa result of the happy marriage between finance 
and industry, the onward march of economic progress will con- 
tinue. Industry will flourish and national income will increase. 
In his book Islam and the Theory of Interest, the same sentiment 
is expressed by Dr A. I. Qureshi, when he writes: ‘‘It must be 
borne in mind that if the country is to develop industrially the 
finance must be made to co-operate wholeheartedly on equal 
basis witb industry. It must be on the basis of pacineesnr with 
industry and not on mere payment of fixéd interest. If the 
financier is a partner in industry his keen business outlook and 
experience of the management of funds is likely to stand in good 
stead and would lead to a better development of the industry.” 
Again, by maintaining the scheme of interest the modern 
bank is aggravating the problem of unemployment ‘indirectly. A 
little reflection will enable us to understand this point. The 
capitalist or the business men will be reluctant to invest mae 
the rate of return from investment is less than the current ra 
of interest. For instance, if the current rate of interest is 4% a rt ’ 
money is invested, say, in irrigation works which indirectly ta ¥ 
only 3%, then, according to the capitalistic view, ‘irrigation is 
unproductive. Money will not be invested in serigdtion works, 
however useful these may be for society. The result i s tha 


‘a 


the resources will remain unexploited. Consequently, the avant , 
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of employment will be smaller. Thus Keynes clearly admits that 
the rate of interest plays a peculiar part in setting a standard to 
the level of employment, since the marginal efficiency of capital 
itself 1s pulled down by the rate of interest. ‘‘ he money rate of 
interest,’’ he writes, ‘‘by setting the pace for all other commodity 
rates of interest, holds back investment in the production of these 
other commodities without being capable of stimulating invest- 
ment for the production of money, which by hypothesis cannot 
be produced.’ Again, Lawrence R. Klein, in his book, The Key. 
mestan Revolution (1950 edn.), even doubts the existence of positive 
rate of interest at the full employment stage in the following 
words: 

A loanable-funds theory of interest should imply that regard- 
less of the levels of other variables influencing savings and in- 
vestment there should always exist a rate of interest which wil] 
equate savings and investment. The Keynesian theory shows 
that there do exist levels of other variables, namely, full employ- 
ment, such that no positive rate will equate savings and invest- 
ment. 

But in the Islamic conception of banking there is no pre- 
determined notion of fixed interest, so it is expected that resources 
will be exploited in the best possible extent to cure unemploy- 
ment. 

Thus when Islam encourages partnership, it has allowed pro- 
fit. [hen what justification is there for not allowing interest on 
business loans? We should bear in mind that if there is any 
difference between. shareholders and bond-holders in a joint- 
stock company there is certainly a fundamental difference be- 
tween profit and interest. This needs no further elaboration 

Islam prohibits interest because interest has nothing to do 
in influencing the volume of saving because it makes depression 
chronic, because it aggravates the problem of unemployment, 
and, finally, because it encourages unequal distribution of wealth, 
The modern banks charge interest regardless of any loss or profit 

of the business men. It would, therefore, be seen that under capi- 
talistic economy an organised attempt is being made to further 
the, interests of the rich, thereby eliminating the possibility of 
establishing economic equilibrium in society. As against this 
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Islam has tried to bring econumic equality in the State by im- 
sing Zakat on surplus funds. 

The institution of Zakat is an element in Islamic Socialism. 
Zakat is, in fact, a tax which the rich have to pay towards the 
common welfare of the nation as a whole. It intends ‘‘to take 
wealth from the rich and to return it to the poor’. In the light 
of such an explicit objective, Professor Pigou’s cry of Welfare 
Economics on the basis of transference of wealth from the rich 
to the poor has nothing original in it. During Caliphate days, 
Zakat was so comprehensive and broadbased that it not only pro- 
duced socialistic redistribution of wealth but also tended to create 
a healthy non-capitalist frame of mind and an esprit de corps. 

In short, banks are regarded by Islam as one of the boldest 
means for the economic prosperity of a nation. Thus one has to 
conclude that Islamic banks are superior to the capitalistic con- 
ception of banking, It can also be explained with the help of the 
following two circles of economic activity. 

Let us suppose : 1=Investment ; Y =Total Income ; C=Con- 
sumption ; S=Saving. 

Islamic Banking 
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14. Islamic Bank and Non-Banking o Services 


A banker, besides the primary functions of receiving deposits 
and lending money, performs many other functions of consider. 
able significance to economic development. These services—both 
agency “and general utility services—were originally undertaken 
to facilitate the clients, but being profitable have now been 
adopted by all the bankers all over the world. ‘“‘The agency ser- 
vices rendered by the modern bank mainly consist of buying and 

selling of stock exchange, securities, making and receiving payment 
for rents, subscriptions, dividends, college and school fees, and 
acting as trustees, executors and attorneys and serving as cor- 
respondents and representatives.’’ The general utility services are 


of many varieties, Of these the most important are receiving of 
valuables for safe custody, transacting the business of foreign 
exchange, underwriting of stocks and shares, acting as referees 
and so on. 

lies in the fact that the 


The social utility of these seivices 
banker saves the customer’s valuable time and energy by ander- 
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taking these functions and the bankers not only enable their 
customers to have knowledge of the trends of business situations 
but enable them to have a deal’ with the parties concerned 
with dependable knowledge about general standing of contract- 
ing parties, The economic significance of these ‘non-banking 
services lies in the fact that they can contribute both directly 
and indirectly in the process of growth; specially in under- 
developed countries—directly because the’ gains of the bank 
which it gets inthe form of commission and the funds which it 
gets in performance of such services may be utilised for financing 
development programmes, and ‘indirectly because by these ser- 
vices, specially by transacting the t usiness of foreigniexchange, it 
facilitates ‘international trade and ‘thereby helps in the fresh flow 
of capital from one place to another ibis in turn, creates better 
conditions for investment. o de TAT ae 

These non- -banking services, though so common in almost 
all the advanced countries like U.S.A., U K,, are not still very 
popular in Muslim countries. We think,..there is vast scope for 
expansion of these services in Muslim countries, The need for.a 
systematic attempt to undertake these services by Islamic banks 
arises from their obvious contribution to the process of Pore 


15. Islamic Bank and) E Extra-Banking Activities re 


A be i 
It may sound strange af I icppoae that elamic banks can 
contribute to economic development by extra-banking activities, 
By extra-banking activities I mean participation of banks an the 
process of economic growth by investing modest proportion of 
their resources (say 5°, of their profits) in education and other 
social overheads for which the banks may not get, immediate : 
returns. This is no doubt an unorthodox,approach to the y whole 
theory of banking. But the importance of this approach of think-_ 
ing can hardly by overestimated. | teed» alee 
We believe that the Islamic bank is a vital social institu. — 
tion, so it must have responsibility towards social development 
since education is a major component of, social development | 
and a process by which economic igrowth isachieved.. Investment 


in education for development of human resources and in other 
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social overheads will go a long way in creating an autoniatism ip 
economic growth. It may be that banks may not get any immediate, 
returns and their contributions could well be decisive and lasting 
Let us suppose that in.a particular rural area where most ol the 
people engaged in agriculture are illiterate and a bank is set up, 
Naturally, in such) an area development of the bank is reallya 


difficult task:,Once a, bank successfully, invests a. portion of its 
resources On schooling; in due course the invjsible return which 
banks ex pect; would !be found in a change in the outlook of the 


people towards the standard of living and a consequent desire for 
growth. Increased productivity and development of banking habit 
are subordinate to the desire for growth. This is exactly what 
happened in/U.S.S:R: immediately after'the Socialist: Revolution, 


16. Islamic Bank and Internattonal Relations 


Some Muslims who talk of philosophy, not of facts, and have 
no knowledge regarding the nature of international ‘economits 
are of opinion that Islamic banking is impracticable, because jt 
would isolate the Islamic State from the rest of the world, caus. 
ing great loss in her international trade. But if it is possible for 
different nations of th: world having different political and 
economic ‘principles to live side’ by side, if it is possible for the 
US A. and Yuzoslavia or for U.S.S R. and Arab countries to 
conclude trade treaties, I’ find no reason Why the Islamic State 
would be isolated from’ the rest of the world. If, for example, 
Pakistan accepts the principles ofan Islamic banking system, it 
would just be a matter of-internal reorganisation of her economy 
just as in a federation the component units are given regional 
autonomy to solve their problems in accordance with their wishes 
without affecting the ultimate nature of the federation. 
Secondly, far from causing loss in the international trade, 
Islamic banking would promote its volume. Because modem 
banks finance foreign trade by accepting and collecting bills of 
exchange drawn by customcrs, and by ‘transacting other foreign 
exchange business on receiving some commission as remuneration 
for their services. But under the Islamic system banks would 
offer all these services without any remuneration because of their 
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partnership’ with. the }business men; Moreover, banks; being the 
partners of trade and commerce, would help the business men to 
avoid \unecohomic speculation so that the demand,forand supply 
of a commodity could»be, adjusted to*bring economic; Prosperity 
toa country, nay; the world asa whole. «.— | . 44 
Lastly, the Islamic banking principles; are quite ena itant 

with international banking principles simply because the modern 
world, consciously or unconsciously, is drifting towards the econo- 
mic philosophy of Islamic banking. This'trend in| world financial 

aid is recognised by the establishment of the International 
Development Association (1.D A.) on 24 September 1960 as. an 
affiliate of the International Bank for Reconstruction and Devel- 
opment (I1.B R.D,) or the World Bank. It has separate policies 
and separate financial resources from those of 1.B:R D.ibut its 
work is carried out by the secretariat of the 1.B.R-D. The:l D.A. 
will start as a dissipating fund since it will provide loans even at 
zero rate of interest in exceptional cases depending upon politi- 
ical and’economic factors in each recipient country. ° 

It should be noted here that for financing our planning we 

‘must have to invite foreign capital’on partnership basis. In.case 

of our failure to secure foreign capital ‘on partnership basis, we 
may take loans from abroad on payment of interest. With regard 
‘to my second point Iam definitely entering intova controversy. 
‘Oné'may differ with'me but the fact remains’ that the: Muslims 

cannot impose’ their religious injunctions on the non-Muslims, and 

this is obviously against the spirit of Islam: So: if»foreign,ex- 
‘change becomes “absolutely essential, wevare! to take loans from 
abroad ‘on’ payment of interest on a reciprocal basis, This, is 
.simply for our/survival'in this world of conflict: and competition. 
‘We think it is*permissible for the Islamic State to bawn pas of83e | 
transactions with non-Muslim States on the analogy of theaction 
of the Caliph ‘Umar, who permitted’ ‘to levy customs duties ar nd 
tolls on the articles of trade of a non-Muslim neighbouring :$ 

‘in reprisal to the same’ extent as were levied by the latter. Fi °Or 
the proper handling of these matters, a special account. o 
*banks:may be opened or a separate agency may. be:establishe | 
JAS amatter of sent banking is: wai nte ; 
teatiowalrelations;!) ; nels canlenM wi? 1bbvtovoagy se, | 
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17. Bait-ul-Mal and Modern Central Bank 


The’ present discussion will remain» incomplete withoy 
reference to Bait-ul-Mal ; therefore, before analysing the role o 
the central bank in an Islamic State,’ an attempt may be made 
to discuss the functions of the Bait-ul-Mal as found in the histor, 
of early Islam: There is evidence to indicate that all the property 
belonging to'the Muslims constituted:a part) of the Bait-ul-Ma| 
regardless of its physical location. The Bait-ul-M4l was a very 
broad concept and was based on the faith that all suzerainty, 
inclusive of the right to property over the universe, belonged 
to Allah, man being His agent on the earth and possessing these 
things only temporarily. 

The Bait-ul-Mals were of,three.types : 

(a) **Bait-ul-M4), al-Khas. 

(6) Bait-ul-Mal. 

(c)' Bait-ul-Mal al-Muslimia. 

(4) Bait-ul-Ma@i al-Khas. This was the ‘royal treasury’ of 
the privy purse, with its own sources of income and items of 
expenditure. It would cover the personal expenses of the Caliph, 
his palaces, harem, pensions of the members of the royal family, 
palace guards and gifts from the Caliphs to foreign princes. 

(6) Batt-ul-Mai, Bait-ul-M4l was,a,sort of a State Bank fo 
the Empire. This does, not mean that it had all the functions of 
the present-day central banks, but that whatever of these func- 
tions did exist in their primitive forms were performed by it. 

Because the Islamic State was highly centralised) both at 
the provincial and the central levels, administration of Bait-ul- 
Mal was always in the hands/of one person .At the provincial level, 
the supreme head of the Bait-ul-M4al was the governor, of the 

province. He was'in charge of collection and administration of 
the revenue. These Bait-ul-Mals were situated at provincial head- 
quarters. 

The Central Bait-ul-Mal was. situated at the capital of the 
Empire so that it could be under the direct control of the Caliph. 
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welfare of all the citizens of the Islamic State regardless of their 
) : : The functions of this Bait-ul-Mal consisted 


our or creed. 
caste, colour 0 churches, welfare and 


in public works, roads, bridges, mosques, 
provision.of the poor. | 4 
__ The Bait-ul-Mal was situated at the chief mosque and was 
administered by the Chief Qadi of the country at, the central 
level and by the counterparts of this Qadi at the provincial level. 
The following revenue items were tu,be deposited in the 
Bait-ul-Mal: (1) The Sadaqah or Zakat revenue ; (2) Ghanimah, 
i.e. wat-booty ; (3) Fai, ie. Kharaj acd Jizyah. 

It was the duty of the Caliph to keep all these revenues apart 
from one another in the treasury because each had its own pecu- 
liarities and. was to be administered according to its own set, of 
rules. ) eat | 

Liabilities. Liabilities of the public treasury were of two 
kinds ; (#) Liabilities incurred {rom property kept in the treasury 
for safe-keeping. (11) The second type of liabilities were incurred 
with respect to revenues which were the treasury’s own assets; 
(a) one part of these liabilities was incurred for value received, 
e.g. by way of compensation for the pay of the soldiers or price 
of arms and horses ; (b):the other part consisted of the liabilities 
which had been incurred for the general interest or by way of 
pn981S¢ANOOs suridinedd Ail densi eriash oe tele meena 
. The Bait-ul-Mal; as we have seen, was the central bank, 

Apart from, this, there were no commercial banks in the. modern 
sense of the term, Most of the trade was carried on by indi- 
viduals or in partnership but no evidence has been found to indi- 
cate the existence of large trading companies, = = 
It appears that, the Bait-ul-Mal used to meet all th needs 
and requirements of the then society. As a matter. of fact the 
Bait-ul-Mal used to perform almost similar functions which the 
present-day central banks are doing except the issue of currenc ee 
supply of credit and control of interest rate. Issue of currenc is 
‘a;modern device and can easily be fitted in the functions the 
Bait-ul-Mal, for even in these the rate of interest does not play 


(c) Batt-ul-Mai al-Muslimin: The second public treasury was 
called Bait-ul-Mal al-Muslimin or the treasury of all the Muslims. 
In fact, it was not for the Muslimsalone ; its functions included 


any part in the performance of this function... .. |. oil 
_ Again, there is no record to prove that Islam does not all ow | 
‘financing trade or industry on credit, Therefore, the Ash nic 
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central bank will provide credit to its member banks by way 4 
investment for sharing of profit or loss instead of providing them 
loans ‘on a fixed rate of interest. 

It follows that the central banking system under Islami 
scheme of society will be simpler and easier than ever before 
because the Islamic central bank need not give too much emphasis 
on the quantitative control of credit, the control of credit by 
raising or lowering the bank rate, by engaging in open market 
operations and by varying the reserve ratios of member banks. 
The Islamic central bank will use all such means which do not 
involve the application of interest. In fact, experience has shown 
that quantitative control of credit cannot be effective in under. 
developed Muslim countries as their money markets are atterly 
imperfect. [The Islamic central bank should give emphasis not 
merely on qualitative control of credit but also on moral suasion. 
Moral suasion, viewed as a method of credit control, is to free the 
unfavourable psychological reaction of ‘the method of direct 
control ; of course, it can be successfully employed only in countries 
possessing a comparatively small number of big banks with which 
the central bank is likely to develop intimate relationship. This 
healthy relationship between central banks and other banks and 


between central banks and the people would be quite possible in 
Because the banking system as a 


the Islamic scheme of society. 
trade and com- 


whole will not act as a mere creditor of industry, 
but also aS an active partner of all types of possible eco- 


merce, 
A central bank will, in such circumstances, be the 


nomic activities 
people’s bank and will act according to the best advantage of the 
community as a whole. This favourable psychological atmosphere 
will, I am sure, go a long way toward creating an énvirooment 
where healthy investment will be possible and thereby reduce the 
possibilities of depression in the economy. 

In modern States, the central bank generally acts ‘asthe 
bankers’ bank. All other banks of the country keep, eithér\bylaw 
or by custom, a certain amount of their balances with the central 
bank. The central bank is the ultimate holder of the reserves of 
the banking system and any bank can draw upon this pool to tide 
over temporary needs and difficulties by rediscounting first-class 

‘bills, These central banks’ are not Gnly”to act as the bankers of 
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the goverament but also as the custodian of credit and: ‘Currency. 4 
may find no reason why the Islamic central Bank will not-be in’ a 
ee oe to perform all these functions without the application ~ of 
interest in the name of co-operation, partnership and maximum 
welfare of the people. =i Pala Sasi ortes hv cael 
The share capital of the Islamic central bank can be provided 
by the State or Subscribed’ by the Government and the people 
jointly by floating sharés. As the central bank has many important 
functions to perform, the control of the bank generally remains in 
the hands of the State or it can be managed by a boatd of direc- 


tors Jointly elected by the Government and the people. til Scala 
DNL 209 U6 
2 iia 18. ped ver for Establishment stk Muslinv oo 
+ ll natant World Bank” gis: hie 


histo ' Li 4) 7 ) > A . . : 
@ a fe rPhid 


“Now ow i8 ‘the time to examine the afdctieabitity and feasibility 
of pacing a Muslim World Bank which is capable of pooling the 
reso urces of the world of Islam 50 as to foster a large-scale: devel- 
opment efforts throughout the Mislini countries. The following 
positive: and. negative factors may be advanced in support of the 
nea re of the proposed bank. FHOEMGISVSD 
Positive Factors. The era of economic growth: and’ political 

change in the past two decades has brought a marked increase -in 
the demand for development capital. We have records to establish 
that in all Muslim countries the’need for and ability to make 
ffective use of outside capital have been inéreasing faster than 
he ability to service conventional loans. Some’ Muslim: countries 
ave already ‘drawn close to the limit of the debt they can pru: 
dently assume on conventional terms. It is awareness of this’ 
problem which may lead to the founding’ of the Muslim W. World 
Bank. The primary purpose underlying the establishment of this 
proposed bank would be to create a supplementary source of devel- 
opment capital for Muslim countries whose balance of ‘paymen | 
prospects would not justify their incurring or prin to incur 
extermil debt entirely on conventional terms. =). it off ot 
- Now-a-days for exploitation of the vast aitttizads resources of 
the’ Musien States what is required isa huge public expenditure 
for whieh deficit financing is a must. For such economic growth 
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what 1s needed is co operation among al! the Muslim c 
that they may not be a victim to the exploitation of 
countries. [he easiest way of achieving this c 
founding of the Muslim World Bank on the mode! of 


JUNETIés «, 
" w 
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+ onerarion : 
,OPe ation Is the 


Not uatil the world of Islam has conquered poverty could we 

plan any manner of politital homogeneity and social! cohesion 
All the Muslims, despite their numerical strength and geo. 
graphical distribution all over the world, are today, by and larg, 
people who are mostly subject to 


a poverty-stricken people— 
exploitation. lkkrom Morocco to Indonesia and from Mauritania tg 
Malaysia without exception all countries possess vast natura/ 
resources and rank amongst the worlds most important growers 
of primary commodities and producers of mineral wealth. 
of world’s jute grows in Pakistan ; Egypt is amongst 


Por 
instance, 5U’, 
the largest of the world’s cotton growers. Ihree-fourths of world’s 
supplies of oil come from the Arab world. Indonesia and Malaysia 
meet the world’s major requirements of tin and rubber. 

The one and perhaps the only institution which 1s capable of 
pooling the resources of the world of Islam is a Muslim World 
Bank which is yet to be formed for achieving a faster rate of 
development. 

Negatsve Factors. Pan-Islamism will for long remain only an 
ideal, a dream to fire the imagination of the ardent sons of ihe 
faith, so as to bring about, in the fulfilment of our destinies, a 
spirit of ceaseless endeavour toward a more iruitiul experiment 
of Islamic Socialism as prescribed by the Holy Our an. 

The various Muslim lands have ior centuries been subjected 
to differing political ideologies inspired mostly by the creeds and 
cults of the Westero Powers who have for long dominated them. 
Some of these lands are still in a state of agitation and ferment. 

“The differing and sometimes conflicting patterns of Islamic 
politics in different territorial demarcations have, however, 
been chiefiy responsible for defeating some of the most earnest 
attempts made for a political unification of the Islamic countries 
in the nineteenth century. The most notable campaign in this 
field was that of the valiant crusader, Jamaluddin Afghani, whose 
mission, despite its failure in the larger context, succeeded in 
awakening the Muslims of the world to the necessity of attaining 
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Pe priority objective. In the post Jamalud- 
inane cpa very notable torchbearer rs of Islamic 
digirsg ens lustrous taesipane: were Par 


the ear 
Grand Mufti of Palestine,” 

It is true that a daring experiment is now under way in the 
shape of the R.C.D, Organisation. While this project is an excel- 
lent beginning it does not claim to attack the real and ‘basic 
problems of the Muslim world as a whole, which today are largely 
economic, ware} 

Sometime ago there was even a talk of an 1 Islamic ¢Gmmon 
Market on the. model of European Common ‘Market. “This i is an 
immature project. In the world of today it is only the highly 
industrialised countries that can think of a common market. 
There is certainly no wisdom in planning an association of pre- 
viously backward economies to compete with the vastly superior 
forces of the highly industrialised worid of the West. "In Pakistan, 
despite her marvellous progress in the field of development, per 
capa income and standard of living are about the worl s lowest. 
Considering all these factors, it can safely be concluded that the 
formation of a Muslim World Bank is a practical proposal which 

does not involve much complications as are likely to be faced for 
achieving the goal of pan-Islamism or for the formulati n ofa 
Muslim Common Market. Once Muslim countries of the Ww ‘Id are 
in a position to establish a bank like. this, this would be treated 
as a distinct milestone on the road to full co-operation among the 
Muslim.countries in the economic field. It would be, I am afraid, 
a tool for the orderly adjustment of exchange rates and for 
way adjustment for any disequilibrium. in the interns 
balance of payments, At the end of the transitional peri ) 
bank may promise to bring i in an era of free multi-lateral_ : 
tibility of national currencies of various Muslim countries 
meee \) .3elu ope 
- Objectives and Functions, We have already pointed out ¢ 
dinosies objective of this bank would be to supplement 


need for development capital of those Muslim countries | 


Pat 
41 


Islamic Economics : Theory and Practice 


what is needed is co-operation among al! the Muslim countries 
that they may not be a victim to. the exploitation of riche, 
countries, [he easiest way of achieving this co-operation is the 
founding of the Muslim World Bank on the model of the I1.B.R.D. 
Not until the world of Islam bas conquered poverty could we 
plan any manner of politital homogeneity and social cohesion 
All the Muslims, despite their numerical strength and geo. 
gcaphical distribution all over the world, are today, by and large. 
a poverty-stricken people—people who are mostly subject to 
exploitation. rom Morocco to Indonesia and from Mauritania to 
Malaysia without exception all countries possess vast natura] 
resources and rank amongst the world’s most important growers 
of primary commodities and producers of mineral wealth. For 
instance, 80% of world’s jute grows in Pakistan ; Egypt is amongst 
the largest of the world’s cotton growers. Ihree-fourths of world’s 
supplies of 011 come from the Arab world. Indonesia and Malaysia 
meet the world’s major requirements of tin and rubber. 

The one and perhaps the only institution which is capable of 
pooling the resources of the world of Islam is a Muslim World 
Bank which is yet to be formed for achieving a faster rate ol 
development. 

Negative Factors. Pan-Islamism will for long remain only an 
ideal, a dream to fire the imagination of the ardent sons of the 
faith, so as to bring about, in the fulfilment of our destinies, a 
spirit of ceaseless endeavour toward a more fruitiul experiment 
oft Islamic Socialism as prescribed by the Holy Ouran. 

The various Muslim lands have lor centuries been subjected 
to differing political ideologies inspired mostly by the creeds and 
cults of the Western Powers who have for long dominated them. 
Some of these lands are still in a state of agitation and ferment. 

‘“‘The differing and sometimes conflicting patterns of Islamic 
politics in different territorial demarcations have, however, 

been chiefly responsible for defeating some of the most earnest 
attempts made for a political unification of the Islamic countries 
in the nineteenth century. The most notable campaign in this 
field was that of the valiant crusader, Jamaluddin Afghani, whose 
mission, despite its failure in the larger context, succeeded in 
awakening the Muslims of the world to the necessity of attaining 
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national sovereignty as.a priority objective. In the — -Jamalud- 
din eta were born some very notable. torchbearers of Islamic 
renaissance and amongst) these lustrous luminaries were hiss 


Moham -Abdubp < of Egypt, the Ali brothers of the In ndo-P ak 
Sub-Conti nent, Allama Iqbal and Quaid-e-Azam, and, ‘the great 


ae 


Mujahid Syed Mohammad Amin-ul-Hussaini, the well: known 
Grand Mufti of Palestine.” 


It is true that a daring experiment is now under way in the 
shape of the R.C.D, Organisation. While this project is an excel- 
lent beginning | it does not claim to attack the real and- basic 
problems of the Muslim world as a ‘whole, which today are largely 
economic, Ivo 

_ Sometime, ago there was even : a talk of an Islamic Common 
Market \on the, model of European Common Market. “This is an 
immature acojects. In the world of today it is only the highly 
industrialised countries that can ‘think of a ‘common market. 
There is certainly no wisdom in planning an association of pre- 
viously backward economies to compete with the vastly superior 
forces of the highly industrialised worid of the West. "In Pakistan, 
despite her marvellous. progress in the field of ‘develo ment, per 
capa income and standard of living are about the wor d's lowest. 
Considering all, these factors, it can safely be concluded that the 
formation of a Muslim World Bank isa Cage proposal which 
does not involve much complications as are ikely to be faced for 
achieving the goal of pan-Islamism or for the fi rmulati n ofa 
Muslim Common Market. Once Muslim countries, of the world are 
in a,position to establish a bank like. this, this would be treated 
as a distinct milestone on ‘the road to full co-operation among the 
Muslim countries in the economic ‘field. It would be, Jy am af afraid, 
a tool for the orderly adjustment of exchange rates 2 and for rat a two- 
way adjustment for any disequilibrium. in the international 
balance of payments, At the end of the transitional perio 
bank'may, promise, to bring i in an. era. of free multi-lateral conyé - 
tibility of national currencies of. various | Muslim tiaplela oe 
a seb esie Z ook | oS 

+ Objectives and Bunstionaiage have already pointed out t 
inmate objective of this bank would be to Suppl lement tl 


need for development capital of those Muslim countries yer 


ra 


® 
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Balance of payments would not justify external debt entirely op 
conventional terms. So far as this involves the use of the bank's 
own’ resources, it must beable to mobilise capital from a variety 
of capital-exporting countries, The main functionsof the proposed 
bank would be: 

(a) to assist in the development of Muslim countries by 
facilitating the investment of capital for productive pur. 
poses. 

(5) to promote private foreign investment by means of 
guarantees or participation in loans and other invest- 
ments made by private investors ; 

(c) to promote the long-range balanced growth of inter- 
national trade and maintenance of an equilibrium into 
bilance of payments by encouraging international invest- 
ments for the development of productive resources of 
members; 

(d) to arrange the loans guaranteed by, in relation to inter. 
national loans, or through other channels so that the 
more useful and urgent projects can be dealt with first; 

(e) to offer technical advice on matters relating toloan opera- 
tions; to locate experts qualified to deal with specific 
technical problems, for instance, with sulphur processing 
in Iraq, port administration in Turkey, pulp and paper 
manufacture in Pakistan ; and 

(f) to lend its good offices in seeking the settlement of eco- 
nomic disputes among Muslim countries as we find in the 
case of World Bank’s settlement of water dispute between 

India and Pakistan in 1960. 

Any other functions may be assigned to this proposed bank 
according to need and exigencies of time. 

Membership and Resources, All the Muslim countries should 
be eligible for membership to this proposed bank: It is, perhaps, 
in the fitness of things to suggest that lead in this directionshould 
come from Pakistan for the formation of such a bank and to enlist, 
in particular, the assistance and help of Iran, Iraq, Turkey, 
Kuwait, Jordan, Afghanistan, Saudi Arabia, Lebanon, Egypt, 
Tunisia, Sudan, Algeria, Malaysia, Indonesia, Tanzania, Somalia. 
to nam2 only a few of the more influencia] members of the Muslim 
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world. The resources for the proposed bank should:initially come 
from the member countries according to their means and strength 
to be supplemented by grants, aids and loans from*the 1. B.R:D } 
1.D,A, Asian Development Bank and other friendly governments, 
Like I.B.R.D, the capital ‘subscription of this ‘bank maybe 
divided into three parts. Firstly, a certain proportion» of the sub- 
scription (say 2% ‘to’ 3°4) of all members should be payable in gold 
or U.S, dollars so that they may be used freely by the bank in any 
of its operations, Secondly, 15° of such'subscriptions may be 
payable in the currency of the subscribing member. Lastly}: the 
remaining subscription may not be payable to the bank for lending 
bot may be subject to call only if required ‘by the bank to meet 
its obligations on borrowing3 or on loans guaranteed by it. This is 
just a broad principle Subject to change ame to the oo 
ments of the time. rapper 

Let us ‘now throw. some’ light ‘on: “its xdintelibtration and 
management, SNASAR AT SE ysnHoot s1wWIibasy xs 
© Administration” and Management. The holy city’ *of* Mecca 
should be selected for its headquarters obviously for spiritual and 
psychological reasons, A Board of Governors and ‘one alternate 
Governor might be appointed by each*member. However, organi- 
‘sational structure of this proposed bank may be developed on) the 
lines of other international financial institutions. The develop- 
ment credits of this bank would be interest-free but a service 
charge of °75°%% or 1% per annum, payable on the withdrawn and 
outstanding, may be made to meet this bank’s administrative 
costs like I'D.A: It is not, however, intended that this Muslim 
World Bank Fund should be used to finance a project which 
could not satisfy normal criteria of economic and financial 
viability. The bank must'make a general appraisal of the merits 
and priorities of the project or programme. Ss 
| Anyway, before making a loan, the bank would satisfy, itself 
that the borrowers, whether it be a government, an autonomous 
lapensy) ora private corporation, will be able to service the debt 

| We are quite sure that the principle of partnership whic 

quite applicable to the internal bankingsystem may be ap | 
quite profitably to international banking. It is time that ine 
‘of Islam is awakened to the necessity of preparing to survive ap 
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thisshighly competitive world largely on the basis of self-help ang 
mutual assistance:.Support for this proposal could gather momen. 
tum. if high-level conferences were held in the capitals of the 
principal:Muslim countries to exchange, views, This bank will; if 
established, help solve, the urgent and., pressing problem. o| 
economic development in the Muslim world. 

Here it is really gratifying to note that: the Muslim Foreign 

Ministers’ Conference, whichended. its three-day session at Jeddah 
on 26 March 1970; had decided to establish a Secretariat with 
Jeddah as its provisional seat till the liberation of Jerusalem. The 
countries giving unqualified support to set up this Secretariat were 
Afghanistan, G:inea,),Indonesia, Iran, Jordan, Kuwait, the 
Lebanon, Malaysia, Mauritania, Morocco, Niger, Saudi Arabia, 
Senegal, Somalia, Tunisia, and. the Yemen. The functions of the 
Secretariat will be liaison between participating States and 
implementation of decisions taken by. the Conference. The 
expenditure incurred on the management and functioning of the 
Secretariat, will be borne by. participating States. It was also 
decided to meet once a year for the purpose of discussing matters 
of common interest, to make recommendations on common action, 
to review progress achieved, to implement. decisions. This is the 
first'time in several hundred years that Muslim States have met 
in a conference and chalked out common. plans for their problems, 
The Jeddah Conference will, I am sure, lead to the formation ofa 
force distinct from both the capitalist and communist dlocs—a bloc 
of Islamic nations—and it is hoped that the proposed Secretariat 
will take some positive steps to establish a bank for the Islamic 
nations. 


19. Pakistan and Islamic Banking 


At present Pakistan is a Muslim State, not an /slamic State, 
The capitalistic conception of modern banking is:still. functioning 
in Pakistan. In fact, Pakistan is suffering from a deadly cancer 
so far as the banking is concerned ; surgical operation is the 
crying need of the hour. But before’the successful operation of 
this disease a favourable condition will have to be created. So the 
following suggestions will, I believe, go a long way. towards imple- 
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menting the Islamic scheme of banking in Pakistan. | | 4: 
(i) Before the end of the Perspective Plan (1965-85) the 
Central Bank of Pakistan should be nationalised. This: nationali- 


‘sation is necessary in| order to bridge any conflict between fiscal 


policy and monetary policy. If fiscal policy remains in the hands 
of the Government and monetary policy in the hands of sthe 
Central Bank, the conflict is likely to emerge. But monetary policy 
cannot be successful unless it is supplemented by an appropriate 
fiscal Policy. Suppose, in a country where the average propensity 
to consume is extremely low, either because of serious maladjust- 
‘ment of wealth or because of serious inequalities of income. An 
appropriate fiscal remedy through Zakat is of vital importance. 
“Moreover, ‘the nature of functions performed by the central bank 
and the element of planning introduced in Pakistan have increas- 
ed the ‘importance of bringing the central bank under State 
management, 

At the end of the prospective me pi I also sifaxour the 
complete nationalisation of commercial banking, in Pakistan 
for bringing uniformity in policy, for exercising an effective con- 
trol of the central bank over the joint-stock ‘banks and for eliminat- 
ing unhealthy competition among joint-stock banks: Moreover, 
nationalisation is ‘of little value unless it makes the banking faci- 
_lities widen and;cheaper. As private banks are always motivated 
_by, consideration of profit, they will never be willing to open 
offices at places where the prospects of profit are small. Had there 
_been little or no prospect of \profit, for example, at Sirajganj (a 


small town in East Pakistan), there would have been no branches | 


of commercial banks like Eastern Mercantile Bank. The practi- 


-cability of my suggestion can, hardly be challenged because in — 


India, the central bank and insurance companies have, been 
-nationalised. Not only that, the Central Banks of England. and 
Australia have been taken under State ownership, In F rance, not 


only the central bank but also the four commercial banks belong ~ 


to the nation. In Czechoslovakia the banking system in general 
has been nationalised, In Spain also the banking system is going 
to be nationalised. I find) no reason why ;such nationalisation 


would be ineffective in Pakistan in due course... 44> 
| »(2) At present commercial banks pay a certain rate of interest 
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on fixed or time deposits) regardless‘of the fact whether the de. 
positors want it or not. The Government should immediately issue 
a circular to the effect thatthe acceptance of interest should b 
left to the option ofthe depositors as'we find in the case of Post! 
Savings in Pakistan: If this scheme. is immediately introduced 
a good number of depositors would, lam sure, make their deposits 
free of interest. This would enable ‘the banks to follow the ‘‘cheap 
money policy’ . Moneyiis said to be cheap when the rate of interest 
is low. 

(3) In the meantimeowith the help of eminent scholars. of 
Islamic laws and economists; the rules of Zakat collection should 
be framed and enforced tempered by the consideration of our socio- 
economic conditions. Because liberty-of ‘‘Qiyds’’ (i.e. the free ap- 
plication’ of the principles) is recognised in Islam. Herein lies the 
key to the universality and eternal adopability of the Islamic 
economy and its progress. 

(4) Sincere attempts should be made to increase the technical 
personnel ‘for running banking in Pakistan: The: banking’ training 
scheme which has’ already ‘been introduced by ‘the State Bank 
of Pakistan is laudable but inadequate to meet the needs, 

(5) After: nationalisation along with comprehensive’ imple. 
mentation of’ Zakat’and banking training scheme, banks’should 
be the partners of industry and ‘should not pay any interest to 
the depositors. The depositors of the bank may be sleeping or 
active partners of industry. But ifany depositors unwilling to 
be the partner. of industry, to share the loss and profit, he may be 
allowed 'to keep his deposit in an idle formsubject to the payment 

of Zakat at the rate of 21% per annum. 

If poverty of the masses cannot be removed by the revenue 
of Zakat the State can demand more from those who can ‘afford 
to give. There is a hadith'to this effect: “In wealth thereisa due 
besides the Zakat.”” This scheme of additional taxation is an addi- 
tional blow to the hoarded wealth to provide social justice. 

(6) The wholesale change of the age-old capitalistic system 
of banking cannot be brought about in a day. This might cause 
some maladjustments between different sectors of the ‘economy, 
So it is advisable that the mechanism of Islamic banking may be 

evolved if it is started with new private banks by the people under 
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the proper patronage of the Government. Onee they come into 
existence they will grow aiming at cae ae the serie banking 
system in due course of time. i fh G2 
(7) Aicomprehensive State planning should is mde for the 
ultimate abolition of interest from the body politic. \We think, 
this system of Islamic banking is most harmoniously workable ‘in 
Pakistan since it isa part of our faith never to think of waging a 
war against Allah and His Prophet. Islam seems to provide the 
best realisable synthesis of the two opposites } incentive to work 
is retained by recognising restricted private ownership of property 
unlike the economic planning of U.S.S.R. which has practically 
involved the liquidation of private enterprise and of private pro- 
‘perty, but perfectly socialistic effects are produced by providing 
compulsory distribution of excess of income and property. The 
structure of the Islamic economy is capitalistic in outline though 
restricted very largely by socialistic institutions. | 460: 
So social scientists and economists would have to ponder 
‘Ove the practicability and feasibility of my suggestions for im “i 
menting the the aa poe cere of banking in Ponies Py 
‘end of 1985. | | 99) GB1SE 
Mtiaweo 
ei Hi Init bvinZ0; esteeeaa and Conclusions qeak {#) 
4 | sitio a ef} bebregnaiooe: 
‘The Qur'an: aris the taking of ‘‘Riba’’ which literally 
means ‘increase’. But all increases are not prohibited in Islam. 
The Qur'an has allowed increase from trade but not’ fromthe loan 
given to a debtor. The ‘Ulama’, generally, have accepted that by 
al-Riba ismeant usury-interest which was in force in pre-Islamic 
‘Arabia, Still some people ‘think that what Islam? prohibits ds 
usury and not interest. It is established beyond: doubt’ ‘that in- 
terest and usury are the obverse and reverse of thesame.coin. °% _ 
_ (2) It is found by modern research that interest has) nothing ~ 
todo in influencing the value of savings. Practically, it istherateiof | 
‘investment that determines the rate of saving, Islam prohibits in- 
terest but encourages investment. Again, we have seen that Zakat 
‘provides a powerful stimulus for investing the idle funds. This 
‘stimulus gets momentum from the fact that Islam allows profit 
-and sleeping partnership in which profit as well as loss is shared, 
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(3) The Islamic banking will be based on the principle of;part- 
nership. [herefore, this banking system which is free of interest 
can help establish certain institutions on the basis of Mudarabah, 
where'capital and labour can be combined together as partners for 
work; Islam has tried to'bring about a lasting compromise between 
labour and capital by giving the whole question of relationshipa 
moral bent and by making moral obligations on each other as part 
of;the faith. It is, therefore, quite possible to work out industrial, 
commercial and agricultural, enterprise on the principle of Muda- 
rabah combining the various units of production. 

(4) After analysing the mechanism for Islamic banking, the 
problem of short-term and long-term financing was discussed, 
The short-term financing of industry, trade and agriculture can be 
made by the Islamic bank on partnership basis. Since the ordinary 
deposit bank has a special liquidity problem, it is. recommended 
that the specialised credit- institutions. like industrial,or agricul- 
tural development bank may be.developed for long-term financing, 
Moreover, the, Islamic, bank may evolve the. system of guarantee 
of, loans for industries,’ working capital as well as for equipment, 
This guarantee may induce private capital to move into Muslim 
countries. 

(5) Importance of consumption loan is recognised. But it is 
recommended that such loans may be made either by people’s 
co-operative societies or by Government credit agency in the 
Islamic State against the deposit of evidence of fixed assets owned 
by the borrowers. | 

(6) As regards bank’s relations with depositors and entre 
preneurs;it may be said that ‘‘a bank in relation to depositors 
has .been considered the operator or business manager and: the 
depositors deemed as capitalists: In relation tothe entrepreneur, 
however, the bank be taken to be the capitalist and the latter the 
operators. In this case the conditions governing capitalist’s rights 
and operator's obligations sha]l apply. Any profits realised by the 

entrepreneur, the operator in this case, shal] be shared with the 
bank as the capitalist in the agreed proportions.” 

(7) Ihe practicability of partnership between business men 
and bank can hardly be challenged. In U.A Ran experiment in 


interest-free banking was launched some four years ago. lt is 
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‘explaified how this bank has now flowered into a flourishing 
‘institution. bijow «otiaeii ods bas pebeidsd .seitces 10 .»ebsam 
~’ °(8)°The superiority of ‘the Islamic conception of banking over 
modern banking lies in the fact that Tvlam has" eliminated ‘the 
‘tytafiny of interest. Islam has prohibited” interest,” because” it 
‘has'nothing to do in influencing the volume of saving “because 
it makes depression chronic by retarding the process of ‘recovery, 
because it aggravates unemployment problem and, finally, because 
it encourages unequal distribution of wealth- 

(9) Besides performing other modern non-banking services 
like general utility services of various kinds it is proposed that 
the Islamic bank can contribute to economic development by extra- 
banking activities, by which we mean participation of banks in 
the process of economic growth by investing a modest proportion 
of their resources (say, 5% of their profits) in education and other 
social overheads for which the banks may not get immediate 
returns. But this is highly significant from the social point of view. 

(10) We have explained that the Bait-ul-Mal established by 
early Islam used to perform almost similar functions which the 
present-day central banks are doing except the use of currency, 
supply of credit and control of interest. It is explained that 
functions of the Islamic central bank can easily be fitted in the 
functions of the Bait-ul Mal to meet the growing needs of Muslim 
countries. We areconfident that the Islamic central bank can work 
without application of interest. 

(11) For exploitation of vast natural resources the Muslim 
States from Morocco to Indonesia and from Mauritania to Malaysia 
possess what is required in a huge public expenditure for which ~ 
deficit financing is a must. Since interest is prohibited on loans, 
it is proposed to establish a Muslim World Bank on the model of 
IB.R.D. by pooling the resources of the Muslim world to be 
supplemented by grants and aids from other sources. Explaining 
the structure of this proposed bank, it is felt that Pakistan may 
take a lead in this direction. sise 

Lastly, since Pakistan has come to [fulfila mission—a mission 
of achieving social justice based on the ideology of Islam— ~ 
Pakistan has to adopt the Islamic conception of banking for which 
_a number of suggestions like nationalisation of banking, full 
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implementation of Zakat and comprehensive planning, ¢, 


. . a 
made. Of course, Pakistan and the Muslim world cannot hay ; 
re 


model of optimum growth unless all injunctions of the Our'ay 
the Sunnah work concurrently.in the economic system. ] hey baa 
to actin concert. Any one, injunction working in isolatioy vi 
produce.a.lopsided state of affairs as is the case today in almos, 
all the Muslim countries. 
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produce cocoa. The total production of these, countries was 
277,000, metric tons in 1961, which was 23.8% of the world, pro- 
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“SOME ECONOMIC RESOURCES.OF THE... 

conthd ,yormneded (ooMUSDIM WORLD, mitexié asve7 
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{The Muslim world is 1ich, not only from the standpoint of 
man-power and strategic position, but also from the viewpoint 
of economic resources. [hough a great part of the Muslim world 
‘is still agricultural in character, yet there is an immense scope 

t agricultural and mineral resources 


for exploitation of the vast agric u 
the Muslim world has. ‘The Muslim countries produce 70% of 
world’s natural rubber, 52°/ of world’s tin, 40% of world’s jute, 


93° of: world’s dates,.56% of palm-oil, 33% of copra, 10% of 
wheat, 14° of rice production and so on, Ihe secretariat of the 
Motamar Al-alam al-Islami {World Muslim Congress) made an 
interesting study on the economic resources of the Muslim coun- 
‘tries. The following ‘extracts have been taken from the book:Some 
‘Economic Resources of the Muslim Countries, prepared by, the.sec- 


rétariat of the World, Muslim Congress, published by Umma 
Publishing. House Karachi) o) 6 y Go eee cow molto hoon 


Barely Production , 
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Barley is one of the five most important cereals. .. . Impor- 
tant barley-producing Muslim countries are Afghanistan, Iran, 
Iraq, Morocco, Syria and Turkey, The total barley production of 

twelve Muslim countries was 6,633,000 metric tons in 1961 which 
was 7 5% of the total world production (87,700,000 metric tons). 
_, Turkey secures first position among the barley-producing 
Muslim countries where it is one of the two main crops besides | 
he - | . V00 OFS | i 
wheat, 4. . 
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Cocoa Production 
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Cocoa is a stimulating beverage and a nutritious and deli- 
cious food, and is commonly used as chocolate. Four Muslim 
countries, viz. Cameroon, Indonesia, Nigeria and Sierra Leone, 


duction of 1,160,000 metric tons, esabots. Sabai 
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Coffee Production 


Coffee is by far the most important single exportable com- 


oe of a mumber of African countries. 


even Muslim countries, viz. 'Caméroon. Dabomev. Guinea 


een Malaysia, Sierra Leone and Yemen, produced more 
than 5% of the world production of coffee in1961-2 when it was 
4,280 thousand metric tons. 


Indonesia tops among the coffee-producing Muslimc countries 
Copra Production 


Copra (coconut) has the greatest commercial utilisation and 
use. In Indonesia, copra is used in more than three bundred 
ways. Six Muslim countries, viz. Indonesia, Malayasia, Maldive 
[slands, Nigeria, Pakistam and Zanzibar produced 29°, of the 
world copra in 1961-2 (i.e 3,600,000 metric tons), Indonesia tops 


among the copra-producing Muslim countries of the world. Her 
production was 759,000 tons in 1957-8, which increased by 69", 


in 1961-2. 
Cotion Production 


Twenty Muslim countries of the world, viz. Afghanistan, 
Algeria, Cameroon, Chad, Dahomey, Egypt, Indonesia, Iran, 
Iraq, Mali, Morocco, Niger, Nigera, Pakistan, Saudia Arabia, 
Senegal, Somaliz, Sudan, Syria and Turkey, produce a substantial 
amount of cotton. The total production of Muslim countries was 
1,430,000 metric tons in 1960 which was 13° of the world pro- 
duction (11,000,(0. metric tons). Egypt occupies the first posi- 
tion among the cotton-producing Muslim countries. Pakistan ts 
the second biggest Muslim country and occupies eighth position 
in the world in cotton production. 


Date Production 


The world’s total production of dates was 1,491 thousand 
metric tons in the year 1961-2 out of which 1,387 thousand metric 
tons were produced in the Muslim countries (ie, 93%). Eleven 
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Muslims countries, viz. Algeria, Egvpt, Iran, frag. Libya, Moroceo, 
Nigetis, Pakistan, Saudi Arabia, Sedan and Tesisia, produce 
dates. Egypt ranks first among the date-preducing countnes of 
the world. She produced 479 thousand metric tons im 1961-2 which 
was 33°, of world production. 


Fish Catches 


The total fish catches of Mustim countries were 1,775,000 
metric tons in 1961, which exceeded by more than 131,000 metric 
tons over that of 1959. The total fish catches of the world were 
UTCOSOO sictric toas/te’ 1961"{lualien countries 4:85.08 the 
world). 

adodelie top? asieay the fish-catching Muslim comntenat. 
Pakistan cOmes second im fishcatching Muslim countries, where 
Soh 1s am exporteble trem: Her total catch: was more then re 
cig) wr ape tongs - 


ase) wes Growndrikt Production = 


Seventeen Muslim countries of the world, viz. Cameroon, 
Dahomey, Egypt, Guinea, Indonesia, Lebanon, Mali, Niger, 
Nigeria, Pakistan, Senegal, Sierra Leone, Somalia, Sudan, Syria, 
Tanganyika and Turkey, prodace groundnats. The total produc- 
tion of these countries was 2,792,000 metric tons which increased 
to 3,380,000 metric tons in Se ae pega 
production (14,100,000 metric tons). 
countries. 


jute Production 

Pakistan tops the list of the jute producers of the 
Besides Pakistan a few other Muslim countries preduce j 
Egypt, Indonesia, Iran, Sudan and Turkey. The Muslim. cedntries — 
produced about 40% of the worki’s output ee 
the world’s total output was 2,420,000 metric tons. 96 © | 
In the year 1947, Pakistan alone produced 6,842,000 bales 
of jute which was about 80°, of the world’s output: But since 
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Coffee Production 


Coffee is by far the most important single exportable com. 


modity of a number of ‘African countries. 
Seven Muslim countries, /viz.'Cameroon, Dahomey, G rUinea, 


Indonesia, Malaysia, Sierra Leone and Yemen, produced more 
than 5% of the world production of coffee in1961-2 when it wag 


4,280 thousand metric tons. 


Indonesia tops among, the coffee-producing Muslimc ountries 


Copra Production 


Copra (coconut) has the greatest commercial utilisation and 
use. In Indonesia, copra.is used in more than three bundred 
ways. Six,Muslim countries, viz. Indonesia, Malayasia, Maldive 
Islands, Nigeria, Pakistan. and.Zanzibar produced 29% of the 
world copra in 1961-2 (i.e) 3,600,000 metric tons), Indonesia tops 
among the copra-producing Muslim ‘countries of the world: Her 
production was 759,000 tons in 1957-8, which increased by 69% 
in 1961-2 


Cotton Production 


Twenty Muslim countries of the world, viz. Afghanistan, 
Algeria, Cameroon, Chad, Dahomey, Egypt, Indonesia, Iran, 
Iraq, Mali, Morocco, Niger, Nigera, Pakistan, Saudia Arabia, 
Senegal, Somalia, Sudan, Syria and Turkey, produce a substantial 
amount of cotton, [The total production of Muslim countries was 
1,430,000 metric tons in 1960 which was 13° of the world pro- 
duction (11,000,(0. metric tons). Egypt occupies the first posi- 
tion among the cotton-producing Muslim countries. Pakistan is 
the second biggest Muslim country and occupies eighth position 
in the world in cotton production. 


Date Production 


The world’s total production of dates was 1,491 thousand 
metric tons in the year 1961-2 out of which 1,387 thousand metric 
tons were produced in the Muslim countri€s (i'e, 93%). Eleven 
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Muslimicountries, viz. Algeria, Egypt, Iran; Iraq, Libya; Morocco; 
Nigeria, Pakistan; Saudi: Arabia, Sudan and ‘Tunisia, produce 
dates. Egypt ranks first among the date-producing countries”of 
the world, She produced 479'thousand metric tons in’ 1961-2:which 
was 33% of world production. mnteided to onsitt skiehieqys 


Fish Catches 


' The total fish catches of Muslim ‘countries were 1,775,000 
metric tons in 1961; which exceeded by more than 131,000 metric 
tons over that of 1959; The total fish catches of the world were 
41,160,000 metric tons in 1961 el countries: 43 4% of the 
world), ” rsqiti Bio) off i 11mwes 1 i hecian! cd uq 

| Thdonesia att anion the fisti-dathing Muslims we ound te 
Pakistan cOmes Second’ in'fish-catching Muslim. countries, | where 
fish is an exportable item. Her total Ayes was more than 319,000 
metric tons‘in 1961. SRV RPS Ob ts rom odd Wa Ah pald) 

mie 1) #90] C.F) £45 “ath OL ib iow sdj to a cj) Pai! 
befor oil) nt eit Growiinte Production’ duer vod! 
Woolesvii lo isdmuea 
Seventeen Muslim countries of the world, viz. Cameroon, 
Dahomey, Egypt, Guinea, ‘Indonesia, Lebanon, Mali, Niger, 
Nigeria, Pakistan, Senegal, Sierra Leone, Somalia, Sudan, Syria, 
Tanganyika and Turkey, produce groundnuts. ‘The'total produc- 
tion of ese countries was 2,792,000 metric tons which increased 
to 3,380,000 metric tons in 1961-2 and this was 24% of the world 
production (14,100,000 metric tots)?" 89 yg) -esiJawoo milanlé 
| Nigeria ranks first'among the groundnuts-producing Muslim 
countries. wory 


Jute Production: »\\.\ 


© Pakistan’ tops the list of the jute producers, of the world 
Besides Pakistan a few other Muslim countries produce; ju' 
Egypt, Indonesia, Iran, Sudan and Turkey. The Muslim. countries 
produced about 40% of the world’s output ofsjute!in'1960-1.when 
the world's total output was 2,420,000 metric tons. © 6) 5) 
-/) Incthe year 1947, Pakistan alone produced 6,842,000 bales — 
of jute which was about 80° ofthe world's; output; But since — 
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then the acreage under jute cultivation in Pakistan was reduced 
except in 1951-2) due to the Korean War. Even: though the. pro. 
duction has decreased, Pakistan still has a mon poly in tbe be 


| 
Varieties of jute cultivation in the world. Jute is an important 
exportable item of Pakistan. 


Lavestock 


In ancient as well asin modern times, livestock plays an 
important part in the economic structure of a country. As part o| 
agricuitural census of the world, many countries have undertaken 
a livestock census also and the preliminary results have beep 
published by several countries. The total number of livestock in 
Muslim countries in 1960-1 was camels 4077 (39.2% of the 
world) ; goats 93,071 (26°. of the world); asses 7214 (18.1°% of 
the world) ; tuffaloes 12,714 (12.5°% of the world) ; sheep 113,275 
(11.4%, of the world); cattle 87,490 (9.3% of the world) ; horses 
3764 (5.6% of the world) and mules 723 (4.5% of the world). 

Turkey ranks first among the Muslim countries in the total 


number of livestock. 
Maize Production 


The total production of Muslim countries in 1961. was 
6,465,000 metric tons, and the world production was 214,000,009 
metric tons. Indonesia ranks first among the maize-producing 
Egypt comes second; Turkey occupies the 


Muslim countries 
fourth position in maize produc- 


third position ; Pakistan secures 
tion. 


Millet and Sorghum Production 


Millet is a name applied to a number of different species of 
cereals and grasses. 

Twenty-two Muslim countries of the world, viz, Algeria, 
Cameroon, Dahomey, Egypt, Iran, Iraq; Jordan, Lebanon, Mali 
Mauritania, Morocco, Nigeria, Pakistan, Saudi Arabia, Senegal, 
Sierra Leone, Sudan, Syria, Tanganyika, Tunisia and Turkey, pro- 


duce millet and sorghum. The total production of.these'countries 
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was 8,707,000 metric tons in 1961-2 which was set 13% of the 
world production (68 300,000 metric tons. 
Negeria ranks first among ‘the millet and sorb ‘producing 


Muslim countries. | 


a be 


N atural Rubber 


Natural rubber is a very important product of Nature. In its 
original form, it comes from a tree. Science has developed thou- 


sands of uses that make ene one of man’s most flexible 
PT 


servants. 
Four Muslim countries of the world, viz. Cameroon, Indo- 


nesia, Malaysia and Nigeria, are the important producers of 
natural rubber. The total production of these ccuntries was 
1,491.3 thousand metric tons in 1961, ie. more than 70%, of the 
world’s total produce (2, 120 thodsind metric tons). 

Among the natural rubber-producing countries, 
ranks first and Indonesia second, 


Potato Production 


_ Malaysia 


Potato holds the first position ‘in the volume of fresh food- 
crops and is growa in almost every country of the world, and is 


one of the greatest economic importance. 

Twelve Muslim countries, viz. Albania, Algeria, Egypt, Tran, 
Iraq, Jordan, Libya, Morocco, Pakistan, Syria, Tunisia ae 
Turkey, produce potatoes. The total production of these countries 
was 2,759,000 metric tons in 1961. The world production was 
280,600,000 metric tons. Pakistan ranks second after’ Turkey. iq 


t ijidw 
Rice Production — M03 >itSem 
& : siin fT 


Rice is the staple food of about 40° of the world populaadel 
The Indo-pak subcontinent and South- Fast Asia are said to b 


the oldest rice-growers. 
Twenty-three Muslim countries of the world, viz. Albania, 


Algeria, Afghanistan, Cameroon, Dahomey, Egypt, Guinea, Indo- 
nesia, Iran, Iraq, Malaysia, Mali, Morocco, Nigeria) Pakistan, 


Saudi Arabia, Senegal, Sierra Leone, Syria, "Tanganyike, Turkey 
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then the acreage under jute cultivation in Pakistan was reduced 
except 1n 1951-2!due to the Korean War;, Even: though the; pro- 
duction has decreased, Pakistan still has a monopoly in the. best 
Varieties of jute cultivation in the world. Jute isan important 
exportable item of Pakistan. 


Livéstock 


In ancient as well as in modern times, livestock plays an 
important part in the economic structure of a country. As part of 
agricultural census of the world, many countries have undertakep 
a livestock census also and the preliminary results have beep 
published by several countries. The total number of livestock in 
Muslim countries in 1960-1 was camels 4077 (39.2°/ of the 
world) ; goats 93,071 (26% of the world)); asses 7214 (18.1% of 
the world) ; tuffaloes 12,714 (12.5°% of the world) ; sheep 113,275 
(11.4% of the world); cattle 87,490 (9.3% of the world); horses 
3/764 (5.6% of the world) and mules 723 (4.5% of the world). 

Turkey ranks first among the Muslim countries in the total 
number of Jivestock. 


Mazize Production 


The total production of Muslim countries in 1961. was 
6,465,000 metric tons, and the world production was 214,000,009 


metric tons. Indonesia ranks first among the maize-producing 
Muslim countries. Egypt comes second; Turkey, occupies the 
third position ; Pakistan secures fourth position in maize produc- 
tion. 


Millet and Sorghum Production 


Millet is a name applied to a number of different species of 
cereals and grasses. 

Twenty-two Muslim countries of the world, viz, Algeria, 
Cameroon, Dahomey, Egypt, Iran, Iraq; Jordan, Lebanon, Mali, 
Mauritania, Morocco, Nigeria, Pakistan, Saudi Arabia; Senegal, 
Sierra Leone, Sudan, Syria, Tanganyika, Tunisia and [urkey, pro- 
duce millet and sorghum. The total] production of these’countries 
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was 8,707,000 metric tons in 1961/2'Wwhich was about 43%: of i 
world production (68 300,000 metric'tons. ©” 
Negeria ranks first among. the millet xa sorghtni-producing 


Muslim countries. _ | mete : 
Sue J 


Natural Rubber a0 ube 


Natural rubber is a very important product of Nature. In its 
original form, it comes from a tree. Science has Cevelones thou- 
sands of uses that make rubber one of man’ "s imost flexible 
servants. es } aio 

Four Muslim countries of the world, viz. Cameroon, ‘Indo- 
nesia, Malaysia and Nigeria, are the important producers ‘of 
natural rubber. The total production of these ccuntries was 
1,491.3 thousand metric tons in 1961, ie. more than 70% of the 
world’s total produce (2, 120 thousand metric tons). 

Among the natural rubber-producin g countries, _ Malaysia 
ranks first and Indonesia second. 9 


"Potato Pi dalictioi 


Potato holds the first position in the volume of fresh food- 
crops and is. growa in almost every country of the world and is 
one of the greatest economic importance. u 

Twelve Muslim countries, viz. Albania, Algeria, Egypt, Iran, 
Iraq,, Jordan, Libya, Morocco, Pakistan, Syria, Tunisia ‘and 
Turkey, produce | potatoes. The total production of these countries 
was 2,759,000 metric tons in 1961. The world production” wh 


280, 600,000 metric tons. Pakistan ranks second after’ Turkey. 
» OLE [taw dotw 


TOF HITS 

. & equ: rotw. 

Rice is the staple food of about 40% of the world population. 
The Indo-pak subcontinent and South-East Asia are said to b 
the oldest rice-growers. ©5 h 

Twenty-three Muslim countries of the world, viz. Albania, 
Algeria, Afghanistan, Cameroon, Dahomey, Egypt, Guinea, Indo- 
nesia, Iran, Iraq, Malaysia, Mali, Morocco, Nigeria, Pakistan, 
Saudi Arabia, Senegal, Sierra Leone, Syria, Tanganyika, Tarkey 
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Pakistan, Somalia and Syria, produce 7° of the world sugarcane. 
The total sugarcane production of the world was 415,760,000 


metric tens in 1961-2. 
Pakistan tops among the sugarcane-producing Muslim coun- 


tries, 


Tea Production 


The two main tvpes of tea are black tea and green tea. 
Botanically both are identical ; the difference is in the curing. 

Muslim countries comprising Indonesia, Iran, Malaysia, 
Pekistan and Turkey produced more than 10% of the world total 


tea in 1961, The total world production was 819,000 metric tons. 
The production of tea in the Muslim countries in 1956 was 
78.1 thousand metric tons which increased to 85.3 thousand 


metric tons by 1961. 


Tebacco Production 


Tobacco is the most common luxury of the world. As many 
as eighteen Muslim countries of the world, viz, Albania, Algeria, 
Mali, Niger, Nigeria, Pakistan, Syria, Tanganyika and Turkey, 
produce tobacco, and the total production of these countries in 
the year 1960 was 378,000 metric tons which was about 11% of 


the world production (3,630,000 metric tons). 
Turkey, Pakistan and Indonesia are the chief producers 


tobacco. Turkey is first among the Muslim countries and ranks — 
fifth in the world, and is noted for some of the finest qualities | 


of tobacco, 
Wheat Production 


Eighteen Muslim countries of the world, viz. Afghanistan, 
Albania, Algeria, Chad, Egypt, Iran, Iraq, Libya, Jordan, Mali, 
Morocco, Niger, Pakistan, Saudi Arabia, Sudan, Syria, Tunisia 
and Turkey, produce wheat. The total production of wheat of 
these countries was 23,140,000 metric tons in 1960 which was 
about 10°) of the world production (244,800,000 metric tons), 
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les 


and Zanzibar, produce rice. The total production of these COUntr 
de 


in 196] was 32,810,000 metric tons which was,about 14 of ¢ 


world production (242,500,000 metric tons). 
Pakistan tops among the Muslim countries and Secures 


second position in the world, excluding China Mainland, jp Tice 


production, 


Spices 


Spices are used in seasoning food, medicines, perfumery ang 
cooking to add relish to the dishes. Muslim countries are quit 
rich.in different spices. Indonesia, Iran, Kasbmir, Nigeria, Pakjc. 
tan, Sierra Leone, Malaysia and Zanzibar are the producers of 


Spices. 


Pepper 


Among the spices, pepper is by far the most important. 
Indonesia produced 30% of the total world produce of pepper ig 


1959. Malaysia and Nigeria also produce pepper. 


Sugar Beet Production 


Sugar beet is more important than other types of beet, It 
has been used to produce a high content of sugar in its roots and 


high yield. 
Six Muslim countries of the world, viz. Afghanistan, Albania 


Algeria, Iran, Syria and Turkey, produce sugar beet. The total 
production of these countries was 3,68] ,000 metric tons in 1961-2 
which was more than 2.2% of the world production (158,600,000 


metric tons). 
Turkey tops among the sugar-beet-producing Muslim coun- 


tries, 


Sugarcane Production 


All the available evidences indicate that sugarcane originat- 


ed in the Indo-Pak subcontinent. 
Indonesia, Malaysia, 


Six Muslim countries, viz. , Egypt, 
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Some Economic Resources of the Muslim World 


Pakistan, Somalia and Syria, produce 7% of the world sugarcane. 
The total sugarcane production of the world was 415,760,000 


metric tons in 1961-2, 
Pakistan tops among the sugarcane-producing Muslim coun- 


tries, 
Tea Production 


The two main types of tea are black tea and green tea. 
Botanically both are identical ; the difference is in the curing. | 
Malaysia, 


Muslim countries comprising Indonesia, Iran, 
Pakistan and Turkey produced rore than 10% of the world total 


tea in 1961; The total world production was 819,000 metric tons. 
The production of tea in the Muslim countries in 1956 was 
78.1 thousand metric tons which increased to 85.3 thousand 


metric tons by 1961. 
Tobacco Production 


Tobacco is the most common luxury of the world. As many 
as eighteen Muslim countries of the world, viz, Albania, Algeria, 
Mali, Niger, Nigeria, Pakistan, Syria, Tanganyika and Turkey, 
produce tobacco, and the total production of these countries in 
the year 1960 was 378,000 metric tons which was about 11% of 
the world production (3,630,000 metric tons). | | 

Turkey, Pakistan and Indonesia are the chief producers of 
tobacco. Turkey is first among the Muslim countries and ranks 
fifth in the world, and is noted for some of the finest qualities 


of tobacco, 
Wheat Production 


_ Eighteen Muslim countries of the world, viz, Afghanistan, 
Albania, Algeria, Chad, Egypt, Iran, Iraq, Libya, Jordan, Mali, 
Morocco, Niger, Pakistan, Saudi Arabia, Sudan, Syria, Tunisia 
and Turkey, produce wheat. The total production of wheat of 
these countries was 23,140,000 metric tons in 1960 which was 
about 10% of the world production (244,800,000 metric tons). 
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Turkey tops among the Muslim countries and ranks sixth jp 


the world in wheat production. 
e the Muslim coup. 


Pakistan secures second position among 


tries. 
bauxite Production 


Chemical industries are important consumers of bauxite. The 
ore is used in the manufacture of aluminium salts which are used 
in dyeing, printing, tanning, paper manufacture, water purifica 
tion and have long been utilised for removing impurities in pro 


ducts of the petroleum industry. 
Four Muslim countries, viz. Guinea, Indonesia; Malaysia, 


and Pakistan, are the main producers of bauxite and their tota! 

production was 2,86],000 metric tons in 196] which was more 

than 11% of the world production of 25,870,000 metric tons. 
Guinea occupies first position among the Muslim countries 


where production has been increasing tremendously, 
Coal Production 


Nine Muslim countries of the world, .viz, Afghanistan, 
Algeria, Indonesia, Iran, Morocco, Nigeria, Pakistan, Tanganyika 
and Turkey, are the important producers of coal, The production 
of these countries was 6,603,000 metric tons in 1961 (world pro- 


duction was 1,942,400,000 metric tons). 
Turkey tops among the Muslim countries, Pakistan secures 


second position among the Muslim countries. 


ITron-Ore Production 


Nine Muslim countries, viz. Algeria, Egypt, Iran, Malaysia, 
Morocco, Pakistan, Sieria Leone, Tunisa and Turkey, produce 
iron-ore. The geological departments of these countries are very 
much active in exploiting iron-ore deposits, The total production 


was 8,375,000 metric tons which was 3.6°% of the world produc- 


tion in 1961. 
Iron is the next important metal after tin for Malaysia, 


hich ranks first in the Muslim countries producing iron-ore, 
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‘i« 


~ Natural Gas Production °~ 


The production of natura] gas is increasing very speedily in 
the Muslim countries. Six Muslim countries produce natural gas 
so far, viz. Algeria, Indonesia, Iran, Iraq, Pakistan and Tunisia, 


The total production of these countries in 1958 was 3.60 thousand 
and only after a very short period of three 


million cubic metres, 
the. total production of natural gas increased 


years, i.e. in 1961, t 


to 5.4 thousand million cubic metres. 
Muslim countries have tremendous reséfves of natural gas. 


Recent discoveries of new reserves remain to be evaluated fully. 


7 igi iti er 


91 0) Petyoleum Roses! NG 
: 


Petroleum, also called ‘‘Black Gold,’’ is the most useful 
mineral oi] used in the modern world. Muslim countries hold the 
biggest reserves of this very useful product. The total proved 
reserves of the Middle East, South Asia and the African Muslim 
countries come to 172,756 million barrels, i.e. 66°% of the total 
proved reserves of both the hemispheres—East and West. 


ATT 


| Ae 


Phosphate Rock 


Phosphate is used as a fertiliser and is consumed by chemi- 


cal industries to convert it into phosphate chemicals. 
The total production of phosphate rock of the Muslim coun- 


tries was 11,000,000 metric tons in 1961 (which increased from 
the low figure of about 9,400,000 metric tons in 1955). This was 


31% of the world production (35,600,000 metric tons). 
Morocco is the third largest producer of phosphate rock in 


the world and occupies first position among the Muslim countries. 


Salt Production 


Salt occurs in the sea, in the crystalline form asrock salt 
and in natural brines. Its most abundant source is the ocean. 
Rock salt deposits occur in Pakistan and in Iran. Fifteen Muslim 


countries of the world, viz. Afghanistan, Algeria, Egypt, Indo- 
nesia, Iraq, Jordan, Lebanon, Morocco, Pakistan, Senegal, Sudan, 
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Chapter x 
CONSUMPTION LOAN IN ISLAM. 


Consumption Loan ; Its Principles and Mechanism 
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Whoever contracts adebt intending to repay it, Allah w: 
it on his behalf, and whoever contracts a debt intendin, will Pay 
it, Allah will bring him to ruin. B to waste 
—Prophet Muhammad (be Peace on bi 
Thou shalt not give him the money upon usUrY, or lend Ri 
’ Im 


thy victuals for increase. 
—Old Testament, Ley, 25 +3) 


Consumption Loan : Its Princtples and Mechanism 


Public finance, it was argued, differs from private finance in 

one vital respect, Because, unlike State, the private individual 
has very little control over the size of his income; he is under 
necessity of adjusting his expenditure to his income and not the 
other way round. It was, of course, argued that the private in- 
dividual can, within certain limits, adjust his income to his ex- 
penditure. So if more money is to be spent, more money can be 
found by lending and borrowing. Islam has recognised these as a 
necessary condition in human transactions with a difference. Thus 
difference arises partly because of introduction of the element of 
morality in taking consumption loan, partly because of the unique 
mechanisms an Islamic State should adopt for handling this type 
of loans. 
If we carefully analyse the various injunctions of Islam we 
can easily derive the following four principles pertaining to con- 
sumption loan. They are (a) principle of genuineness, () principle 
tocontract, (c) principle of payment, and (d) principle of help. 

The principle of genuineness arises from the fact that taking 
loan without any valid reason is discouraged by the Prophet who 
is reported to have sought refuge from being in debt as well as 
from sin, ‘A’ishah said : The Messenger of Allah (be peace on him) 
used to pray while saying prayer : “‘O Allah ! Iseek refuge in Thee 
from sin and from being in debt.” Someone asked him, ‘‘How often 
dost thou, O Messenger of Allah |! seek refuge from being in debt? ”’ 
He said ;: ‘When a man is in debt he speaks and tells lies and he 
promises and breaks the promise” (Bukhari, 43: 10). | 

In fact, Islam recognises consumption loan for meeting the 
indispensable minimum wants, which are basically physiological 
in character, These wants fundamentally arise from the fact that 


man is not self-sufficient in bimself. He requires food, shelter 


and clothing for his barest subsistence and he has to secure them 
by means of effort. This barest physiological minimum is not 
uniform for all persons in all countries and at all times. The 
minimum food requirements vary from person to person. Subject 
to this variation, one can go for loan for meeting one’s basic 
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Whoever contracts a debt intending to repay it, All 
it on his behalf, and whoever contracts.a debt intending (nu Py 
0 


it, Allah will bring him to ruin. 
—Prophet Muhammad (be peace 
Thou shalt not give him the money UPON usury. 6; Re 
Qd him 


thy victuals for increase. 
—Old Testament. Ley. 25.39 
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Consumption Loan : Its Principles and Mechanism 


Public finance, it was argued, differs from private finance in 

one vital respect, Because, unlike State, the private individual 
has very little control over the size of his income; he is under 
necessity of adjusting his expenditure to his income and not the 
other way round. It was, of course, argued that the private in- 
dividual can, within certain limits, adjust his income to his ex- 
penditure. So if more money is to be spent, more money can be 
found by lending and borrowing. Islam has recognised these as a 
necessary condition in human transactions with a difference. Thus 
difference arises partly because of introduction of the element of 
morality in taking consumption loan, partly because of the unique 
mechanisms an Islamic State should adopt for handling this type 
of loans. 
If we carefully analyse the various injunctions of Islam we 
can easily derive the following four principles pertaining to con- 
sumption loan. They are (a) principle of genuineness, ()) principle 
tocontract, (c) principle of payment, and (d) principle of help. 

The principle of genuineness arises from the fact that taking 
loan without any valid reason is discouraged by the Prophet who 
is reported to have sought refuge from being in debt as well as 
from sin, ‘A’ishah said : The Messenger of Allah (be peace on him) 
used to pray while saying prayer: “‘O Allah ! Iseek refuge in Thee 
from sin and from being in debt.”’ Someone asked him, ‘‘How often 
dost thou, O Messenger of Allah ! seek refuge from being in debt? ”’ 
He said : ‘‘When a man is in debt he speaks and tells lies and he 
promises and breaks the promise” (Bukhari, 43 : 10). ., 

In fact, Islam recognises consumption loan for meeting the 
indispensable minimum wants, which are basically physiological 
in character. These wants fundamentally arise from the fact that 


man is not self-sufficient in himself. He requires food, shelter 


and clothing for his barest subsistence and he has to secure them 
by means of effort. This barest physiological minimum is not 
uniform for all persons in all countries and at all times. The 
minimum food requirements vary from person to person. Subject 
to this variation, one can go for loan for meeting one’s basic 
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I) times, there is a tendency to OVer. 


But in mode1 
psychological factors like 


requirements. 
Shadow the physiological wants by 
snobbish imitation, exhibitionist impulses which determine the 
present-day physiological wants of most of the modern men, Islam 
does not recognise any consumption loanrequired for meeting such 
artificial wants. 

This brings, us to the discussion o 
is, the’ principle of contract which owes its origin to 
‘‘When, you deal with each other in con 


write it down... . Let him who 
rery act of lending 


f the second principle, that 
he Holy 


Ouran which saws: 
tracting a debt for a fixed time, 
owes the debt dictate’’ (ii. 282)..That. is, ev 
and borrowing should be written down clearly not to the dis 
advantage of the debtor. Thecreditor should see that no injusts 

is being done to the debtor. If loan is taken on behalf of a minor 
or of a person of unsound judgment, then his guardian or the per- 
sons representing his: interests should dictate the terms of con 
tract (il. 283). The necessity of such contract arises because of the 
fact that they are ‘‘more likely to keep. out of doubts and avoid 
future disputes’’. This principle of loan is equally applicable to 


both consumption and productive loans. Islam has also made pro 
vision for granting loans against proper security. [hus mortgaging 
of property as security for payment of debt is allowed and the mort 
gagee is allowed toderive benefit from it. Thus it is related on the 
authority of ‘A’ishab that the Prophet (be peace on him) bought 
food from a Jew for payment to be made at an appointed time, 
and he mortgaged for it an iron coat-of-mail’’ (Bukhari, 43: 1). 
Again, Abu Hurairah reported the Messenger of Allah (be 
peace on him) to have said : ‘‘ The mortgaged animal may be used 
for riding when it is mortgaged on account of what is spent on it 
and the milk ofa milch animal may be drunk when it is mortgaged 
and the expenditure shall be borne by him who rides (the animal) 


and drinks (the milk)” (Bukhari, 48 : 4). 
This hadith shows that ‘‘when a person has to spend mone} 


on the thing mortgaged, he is entitled to derive benefit from it. 
Hence a house or land can. be mortgaged subject to the condition 
that the possession shall be made over to the mortgagee who is 


entitled to live in the house or let it on hire, if he carries out 
the repairs, and to till the land and have the produce of it if he 
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spends on it. ‘ 
Now we can pass on to the third principle governing the loan 


which is the principle of payment. It is gratifying to note that 
Islam always maintains a balance between opposite tendencies. 
While the creditor has been directed to guard against any injus- 
tice being done to the debtor, the debtor has also been directed to 
make every sincere effort to make payment of loan. It is related 
on the authority of Abii Hurairah that the Prophet (be peace on 
him) said ; ‘‘ Whoever contracts adebt intending to repay it, Allah 
will pay it on his behalf, and whoever contracts a debt intending 
to waste it, Allah will bring him ruin’’ (Bukhari, 43: 2). : 
In Islam, importance of payment of Joan can hardly be over- 
estimated. Salamat reported, ‘A bier was brought to the Prophet 
(be peace on him) that he may say funeral prayer over it. He 
said: ‘Was he in debt?’ They said, ‘No.’ So he. said. prayers 
over it. Another bier was brought to him and he.said: ‘Was he 
in debt?’ They said ‘Yes.’ He said: ‘Say prayers over your 
companion.’ Abi Qatadah said, ‘I will pay his debt, O Messen- 
ger of Allah!’ So he said funeral prayers over it.’’ The learned 
commentators are of opinion that the Prophet (be peace on him) 
did not forbid the saying of funeral prayers over the bier of a 
person who was in debt. By refusing to say prayers himself, he 
‘wanted only to discourage the habit of contracting debts which 
one had not the means to repay. As a matter of fact, Islam does 
not justify deferring: payments without any valid reasons. Abu 
Hurairah reported: The Messenger of Allah(be peace on him) Said : 
“Delaying the payment of debt by a well-to-do person is injustice’’ 
(Bukhari 43; 12)..The Prophet is reported to. have even said: 


“Deferring payment by one who-has the means to pay. legalises 


his punishment and his honour ‘‘(Bukbari, 43 : 13). But the Wel-— 
fare State of Islam is required to undertake both the maintenance > 
of the uncared-for families and the payment of unpaid debts. f 
isrelated on the authority of Aba Hurairah: The Prophet said 


(be peace on him), ‘‘Whoever leaves property, it is for his hairs, 


‘and whoever leaves a burden, it shall be our charge.” 


_ The fourth principle governing loan, irrespective of produc- 
tive and consumption loan, is the principle of help which owes 
its origin both to the Holy Qur'an and the Sunnah. This principle 
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of help must be understood in a comprehensive sense. Viewed 
positively, all types of loan in Islam are free of interest. ‘Allah 
has.allowed trading and forbidden usury” (ii. 275). Because usury 
is anti-socia], because it is a naked exploitation of a brother's 
need, Ihat is why, it is laid down in the Holy Qur'an : 

God will deprive 

Usury of all blessing, 

But will give increase 

For deeds of charity (ii. 276). 

Even today we find how a creditor nation holds a debtor 

nation in bondage through usurious loans: The debt-servicing prob- 
lem which is going to be aggravated by the element of interest is 
bound to embitter international relations between developed and 
underdeveloped countries. We have records to prove that the huge 
loan negotiated between the U.S.A. and U.K. under the Bretton- 
woods Agreement is responsible for the deterioration of mutual 
relations, the cause being the interest charged by the creditor. 
Even the Jate Lord Keynes, the author of this agreement on be. 
half of England, expressed his deep regret over U.5S.A.’s failure 
to grant an interest-free loan to U.K. Never was the wisdom of 
the prohibition of interest so loudly vindicated as in the Parlia- 
ment of England when the Brettonwoods bill was under beavy 
fire, In Islam loans are to be in the nature of grants-in-aid and not 
commercial transactions. Jabir reported : Ihe Messenger of Allah 
(be peace on him) cursed the usurer and the man who pays usury 
and the writer of the transaction andthe two witnesses thereof, 
and he said: ‘‘They are alike’ (Muslim and Miskhdt, 12: 4), 

In the Islamic State, it is presumed that the consumption loan 
shall be taken only to meet the genuine needs of: the people. 
Therefore, if the debtor is in real difficulty, the payment of loan 
may be postponed ; eyen remission of debt is recommended in 
special extraordinary circumstances. The Holy Qur’dn says 

And if the debtor is in straits, then let there be postpone- 
ment until he is in ease ; and if you remit it as alms, it is better 
for you, if you knew (ii. 280). 

But Islam has recommended taking of voluntary payment 
in excess of the principal sum of loan, because this is not interest 
Jabir said, ‘‘I came to the Prophet (be peace on him) while he 
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was in the mosque, so he said : ‘Say two rak‘ahs of prayer.’ And 
he owed me a debt, so he paid it to me and gave me more (than 
was due)’ (Bukhari, 43: 7). 

_ While recommending the remission of debt in svebinh circum- 
pee genuine interest of the creditor is safeguarded. The modern 
practice of attaching the property of the insolvent is recognised 
in/Islam. Thus Abi Hurairah said : The Messenger of Allah (be 
peace on him) said; ‘‘Whoever finds his property itself with a 
man who has become insolvent, he has a greater right to it than 
others” (Bukhari, 43 : 14). Following the tradition of the Prophet 
(be peace on him), Hadrat ‘Uthman is reported to have decided 
that whoever takes his due before a man becomes insolvent it is 
his, and whoever recognises his property itself with an insolvent 
has a greater right to it’’ (Bukhari, 43: 14). 

_ ‘dn brief, these are the principles governing the consumption 

loans in Islam. Now we are entering into the more difficult part 

of our discussion, that is, mechanism for consumption loans in an 

Islamic State, Because principles will remain principles if they are 

not translated into action, or if they are not made workable. 
True, a peculiar kind of loan existed and it still does exist 

in all the Muslim countries which are called ‘‘Qard-i-Hasanah’’ 

the repayment of which was not imperative. The scope of this type 

of loan appears to be very limited because of its nature. But we 

have no evidence to indicate that there is a set mechanism for 

the implementation of the principles of consumption loams in an 

Islamic State, The fact is that the mechanism which may be | 

applicable in one country may not be applicable in another coun- 

try. Because what type of mechanism will be suited to a particular 3 

country depends upon the type of development that that country 

has achieved, The only condition is that the mechanism for the 

implementation of the principles of consumption loan must 1 ‘no : 

come into conflict with expressed or implied injunctions of the 

Holy Qur'an and the Sunnah. Within this framework, I fee] that 

the Islamic State may adopt any of the three or all the following” 

three courses of action pertaining to handling various aspects of | 


consumption loans ; ‘- 
__ (4) through the creation of a network of consumers’ Co- 


operatives under the patronage of the State; 
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(4) through the Islamic Bank ; and 
(c) through the establishment of a consumption credit fund 


by the Government. 

(a) The best way of handling the problem of consurnption 
loans is to establish a network of consumers’ co-operatives on 4 
» of the State. The 


no-profit-no-loss basis under the patronag: 
consumers’ co-operatives will, after scrutinising the credit-wortbj 


ness of the prospective borrowers, allow the consumers to pur 
Chase goods at the market rate on credit up to a certain limit 
mutualiy agreed upon. [his sale would obviously include a normal 
profit so that the establishment charges are met from such sale, 
This approach to the problem of consumers loans stands justified 
from almost any angle of analysis. It is psychologically justified, 
because of the consumers feeling that these co-operatives whith 
are organised on a no-profit-no-loss basis are the result of their 
own co-operation. It is morally justified, because it enables the 
consumers to make purchases of the essential commodities to live 


on a human plane of existence and this, in turn, has proportionate 
It is economically justified, because 


relevancy to social values, 
selective and carefully assessed consumers’ loans will stimulate 


productivity, not only in developed countries, but also on develop- 
ing countries and thereby eliminating the modern element of {n- 
terest in the process of consumption, production and distribution, 
Coming to the side of the money aspect, these co-operatives 
may extend loans in terms of money under special circumstances. 
A certain percentage of reserve fund or contingency fund of such 
co-operatives may be set aside to meet the special type of con- 
sumption loans which may not be carried on a massive basis in 
view of the obvious scarcity of resources of such co-operatives; 
such consumers’ co-operatives are in a better position to imple- 
ment this loan policy because they are very much in the know of 
the needs of the borrowers. 

(5) [he problem of consumption loans can also be handled 
through Islamic banks at least in two ways. Firstly, the bank may 
advance loans to consumers against proper securities out of a 
part of the reserve fund created mainly from the deposits of such 
depositors who will not like to take any portion of profit on their 
deposits from the bank. Because, these people wil] generally make 
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deposits with the bank simply for security reasons just as the locker 
system is available with the modern bank where people do keep 
their jewelleries, important documents and the like on payment 


of a certain amount of fees. Such transactions can be carried on 
a no-profit-no-loss basis. It is, of course, implied that the bank 


must be entitled to recover the establishment and administrative 
charges from the borrowers to meet the servicing expenses of the 


Joans. 
These service charges will obviously vary from person to 
person and from locality to locality depending upon the nature 


and amount of the loans. : 
Secondly, since the bank in an Islamic State will have to act 


asan active partner in various agricultural and industrial pro- 
jects I find no harm if banks in Islamic States run a network of 
consumers’ stores which may be organised on commercial lines. 
From such stores prospective genuine borrowers may be allowed 
to purchase goods up to a certain limit on credit. Credit ration 
cards may be issued after proper investigation pertaining to 
credit-worthiness of such borrowers. Apart from the normal profits 
which a bank is expected to earn from a normal transaction, such 
banks must be empowered to recover a percentage of culculated 
service charges. This suggestion may sound strange to persons 
who are obsessed by the capitalistic concept of banking. The type 
of bank we propose for an Islamic State may not find its counter- 
part in the capitalistic framework of society. The fact is that the 
concept of banking in the Islamic State is altogether different 
from the type of present-day banking which is essentially a con- 
cept of capitalistic banking. If the Islamic concept of banking is 
translated into action in order to handle the problem of consump- 
tion loans it may be one of the effective means of increasing, the 
purchasing power of the consumers which will, in its turn, stimu- 
late production and supply, and they will provide more employ- 
ment and productivity in the community. It may be noted here 
that in a developing Muslim country, consumption loans policy 
must be selective and must not be haphazard. es 

(c) Finally, consumption loans may be granted by Government 
out of Consumption Credit Fund created through small contri- 


bution of aGovernment (say, 2% to 2}°%) from revenue surplus a 
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(4) through the Islamic Bank ; and 
(c) through the establishment of a consumption credit fund 


by the Government. 

(a) The best way of handling the problem of consuinption 
loans is to establish a network of consumers’ co-operatives on 4 
no-profit-no-loss basis under the patronage of the State. The 
consumers co-operatives will, after scrutinising the credit-wortbi- 
ness of the prospective borrowers, allow the consumers to pur: 
chase goods at the market rate on credit up to a certain limit 
mutualiy agreed upon. This sale would obviously include a normal 
profit so that the establishment charges are met from such sale, 
This approach to the problem of consumers’ loans stands justified 
from almost any angle of analysis, It is psychologically justified, 
because of the consumers’ feeling that these co-operatives whith 
are organised on a no-profit-no-loss basis are the result of their 
own co-operation, It is morally justified, because it enables the 
consumers to make purchases of the essential commodities to live 
on a human plane of existence and this, in turn, has proportionate 

relevancy to social values. It is economically justified, because 
selective and carefully assessed consumers’ loans will stimulate 
productivity, not only in developed countries, but also on develop- 
ing countries and thereby eliminating the modern element of {n- 
terest in the process of consumption, production and distribution. 

Coming to the side of the money aspect, these co-operatives 

may extend loans in terms of money under special! circumstances, 
A certain percentage of reserve fund or contingency fund of such 
co-operatives may be set aside to meet the special type of con- 
sumption loans which may not be carried on a massive basis in 
view of the obvious scarcity of resources of such co-operatives; 
such consumers’ co-operatives are in a better position to imple- 
ment this loan policy because they are very much in the know of 
the needs of the borrowers. 

(6) The problem of consumption loans can also be handled 
through Islamic banks at least in two ways. Firstly, the bank may 
advance loans to consumers against proper securities out of a 
part of the reserve fund created mainly from the deposits of such 
depositors who will not like to take any portion of profit on their 
deposits from the bank. Because, these people wil] generally make 
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deposits with the bank simply for security reasons, just asthe locker 
system is available with the modern bank where people do. keep 
their jewelleries, important documents and the like on payment 
of a certain amount of fees. Such transactions can be carried on 
a no-profit-no-loss basis. It is, of course, implied that the bank 
must be entitled to recover the establishment and administrative 


charges from the borrowers to meet the servicing expenses of the 
loans. — i sol ‘$ wadto 
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to purchase goods up to a certain limit on credit. Credit ration 
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banks must be empowered to recover a percentage of culculated 
service charges. This suggestion may sound strange to persons 
who are obsessed by the capitalistic concept of banking. The ty.pe 
of bank we propose for an Islamic State may not find its counter- 
part in the capitalistic framework of society. The fact is that the 


concept of banking in the Islamic State is altogether) difierent 


from the type of present-day banking which is essentially a.con- 


cept of capitalistic banking. If the Islamic concept of banking is 
translated into action in order to handle the problem. of, consum p- 


tion loans it may be one of the effective means of increasing, the 


purchasing power of the consumers which will; in its turn, stimu- 
Jate production and supply, and they will provide more employ- 


ment and productivity in the community. 1t may be noted here 


‘that in a developing Muslim country, consumption loans: policy a 
must be selective and must not be haphazard. 
_-(c) Finally, consumption loans may be granted by Government 
out of Consumption Credit Fund created through small contri- 
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sovernment is expected to have after meeting al] non elopme 
expenditures. In respect of consumption loans Gove 
act as a lender ef the last resort. This Government loan may be 
oi two ty pes. one Can be tied consul opti 9n loan where pros . 
borrowers will be required to purchase goods from a predetermined 
list of home-made goods. This policy of tied consumption loan 
can be related to the policy of protection of infant industry. The 

other type of loan can be an untied consumption Joan where the 
prospective borrowers may be allowed to exercise the 
and judgment in spending the loan. What type of consumpti 
loan, tied or untied, an Islamic State would encourage depends 
on the nature of development and availability of resources. It 


goes without saying that this credit policy can be carried ont on 
payment of nominal service charges and also be insured against 


the risk of default and non-payment with the insurance companies 
Since the be-all and the end-all of every Islamic State is to 


achieve the goal of Welfare State, we need not be surprised to see 
the creation of Consumption Credit Fund by the Government, 
In fact, ‘‘it will prevent the people from going into the hands of 
loan sharks, and this will keep the society healthy and free from 
the usurious evils ” Even in a capitalistic social framework, the 
Government does provide many welfare facilities like social securi- 
ty scheme, old-age pension, running charitable hospitals, awarding 
scholarships to poor and talented students and so on 

The conclusion that ideally emerges is that the consumption 
loans policy of the Islamic State must include all the three mea- 
sures already mentioned, because none of these complex mechan- 
isms can substitute the others or provide the maximum effect, if 
pursued alone. Irom the Islamic standpoint, the fundamental 
justification for all these measures lies in the fact that if these 
measures are properly implemented, they may go a long way in 
furnishing a strong motive for mutual co-operation and help—a 
basic element of an Islamic social framework. The Holy Quran 
says: ‘“‘Help one another in righteousness and virtue but help not 
one another in sin and transgression.’ Ihe Prophet (be peace on 
him) is also reported to have said: “If a person occupies himself 
in helping his brother, God occupies Himself in helping him 
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Government is expected to have after meeting all non-development 
expenditures. In respect of consumption loans Government must 
act as a lender of the last resort. This Government loan may be 
of two types: one can be tied consumption loan where prospective 
borrowers will be required to purchase goods froma predetermined 
list of home-made goods. This policy of tied consumption loan 
can be related to the policy of protection of infant industry. The 
other type of loan can be an untied consumption loan where the 
prospective borrowers may be allowed to exercise their reason 
and judgment in spending the loan. What type of consumption 
loan, tied or untied, an Islamic State would encourage depends 
on the nature of development and availability of resources. It 
goes without saying that this credit policy can be carried ont on 
payment of nominal service charges and also be insured against 
the risk of default and non-payment with the insurance companies, 

Since the be-all and the end-all of every Islamic State is to 
achieve the goal of Welfare State, we need not be surprised to see 
the creation of Consumption Credit Fund by the Government, 
In fact, ‘“‘it will prevent the people from going into the hands of 


loan sharks, and this will keep the society healthy and free from 
’ Even in a capitalistic social framework, the 


, 


the usurious evils 
Government does provide many welfare facilities like social securi- 


ty scheme, old-age pension, running charitable hospitals, awarding 
scholarships to poor and talented students and so on. 
The conclusion that ideally emerges is that the consumption 

loans policy of the Islamic State must include all the three mea- 
sures already mentioned, because none of these complex mechan- 
isms can substitute the others or provide the maximum effect, if 
pursued alone. I*‘rom the Islamic standpoint, the fundamental 
justification for all these measures lies in the fact that if these 
measures are properly implemented, they may go a long way in 


furnishing a strong motive for mutual co-operation and help—a 
basic element of an Islamic social framework. The Holy Quran 
says: ‘‘Help one another in righteousness and virtue but help not 
one another in sin and transgression.’’ The Prophet (be peace on 
him) is also reported to have said: “If a person occupies himself 


in helping his brother, God occupies Himself in helping him.” 
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Public finance, according to the traditional definition of the 
subject, deals with the financial problems pertaining to revenues, 
expenditure and debts of public authorities, in contradistinction 
to private finance which deals with the income and expenditure 
of private individuals. In the words of Bastable, ‘“‘Public finance 
deals with expenditure and income of public authorities or the 
State and their mutual relation, as also with the financial adminis- 
tration and control.’’ Here we shall confine our analysis to public 
revenues as they existed in early Islam. In this connection we 
would also like to examine Zakat in the context of contemporary 


thinking. 


1. Tax Structure in Early Islam 


It is not correct to say that fiscal system in early Islam falls 
into two classes of religious and secular revenue as maintained 
wrongly by Nicolas P. Aghnides in his work Mohammedan 
Theories of Finance. The very fact that Zakat is collected from 
the Muslims and the Jizyah from the non-Muslims does not imply 
that Zakat is a religious tax and the Jizyah and Kharaj secular 
taxes, because the Islamic State is not a secular State in the 
modern sense of the term. A State which recognises the sovereignty 
of Allah can hardly make a clear-cut distinction between religious 
and temporal affairs of life. Universal morality is combined with 
secularism in a manner that they are the obverse and the reverse 
of the same coin. This is also’true in the case of collection of 
revenue in an Islamic State. 

Secondly, unlike secular States the Islamic State does make 
religion as a basis for imposing taxes on the public. Thus, like 
Zakat, Kharaj and Jizyah have also the sanction of either Qur’anic 
injunction or the Prophet's Sunnah behind them and thus the im- 

position of these taxes is evidently an act of religiousness from the 


point of view of an Islamic State. The Islamic State is composed 
‘of two kinds of citizens, namely, Muslims and php at! and 
as such different kinds of taxes are levied on them. 


Lastly, this difference in treatment in respect of caleba! of 
revenue is an drtificial one in the sense that the purpose behind 


all taxes in an Islamic State is one and the same, that is! motivated 
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The alms are only for the poor and the needy, and thos 
collect them, those whose hearts are to be reconciled and z Wi 
the captives and the debtors and for the cause of Allah, and iva 
the waytfarers , a duty imposed by Allah, Allah is Knower, Wise 
—al-Our'an, (1x, 60) 


Riches should be taken from the rich and returned to the 


poor, 
—Prophet Muhammad (be peace on him) 
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Public finance, according to the traditional definition of the 
subject, deals with the financial problems pertaining to revenues, 
expenditure and debts of public authorities, in contradistinction 
fo private finance which deals with the income and expenditure 
of private individuals, In the words of Bastable, “Public finance 
deals with expenditure and income of public authorities or the 
State and their mutual relation, as also with the financial adminis- 
tration and control.’’ Here we shall confine our analysis to public 
revenues as they existed in early Islam. In this connection we 
would also like to examine Zakat in the context of contemporary 


thinking. 
1. Tax Structure in Early Islam 


It is not correct to say that fiscal system in early Islam falls 
into two classes of religious and secular revenue as maintained 
wrongly by Nicolas P. Aghnides in his work Mohammedan 
Theories of Finance. The very fact that Zakat is collected from 
the Muslims and the Jizyah from the non-Muslims does not imply 
that Zakat is a religious tax and the Jizyah and Kharaj secular 
taxes, because the Islamic State is not a secular State in the 
modern sense of the term. A State which recognises the sovereignty 
of Allah can hardly make a clear-cut distinction between religious 
and temporal affairs of life. Universal morality is combined with 
secularism in a manner that they are the obverse and the reverse 
of the same coin. This is also’true in the case of collection of 
revenue in an Islamic State. : | 2S 
' Secondly, unlike secular States the Islamic State does make 
religion as a basis for imposing taxes on the public. Thus, like 
Zakat, Kharaj and Jizyah have also the sanction of either Our’anic 
injunction or the Prophet's Sunnah behind them and thus the im- 


position of these taxes is evidently an act of religiousness from the 
point of view of an Islamic State: The Islamic State is composed 


and 


of two kinds of citizens, namely, Muslims and non-Muslims, 


as such different kinds of taxes are levied on them. 
Lastly, this difference in treatment in respect of collection of 


revenue is an artificial one in the sense that the purpose behind 
all taxes in an Islamic State is one and the same, that is; motivated 
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by the welfare of the people, no matter whether they are Mus! 
or non-Muslims, the Islamic State can impose taxes on the publ; 
Ihe oppression of minority in any form is condemned in Islam, 
because the minority 1s a sacred trust in an Islamic State. It is, 
therefore, a futile effort to make any distinction between religious 
and secular revenue, in an Islamic State. This fact must be kept 
in view in understanding the tax structure of early Islam in its 


correct perspective. 

With these few words I would like to pass on to various 
sources of revenue of the early Islamic State. 

(a) Zakat. The prime source of revenue for any Islam 
is Zakat, which is also one of the five basic tenets of Islam. Next 
to prayer it 1s the most important of the religious duties enjoined 
on the Muslims. Hence Zakat assumes a religious sanctity which 
is mot matched by any mode of public finance anywhere else, so 
much so that the frst Pious Caliph made war upon those tribes 
who refused ‘to pay it. 

The Zakat affects the various kinds of possessions which are 
hoarded wealth, agricultural produce (tithe), tax on capital 
(animals), etc: 

These things are liable to tax only when they reach a certain 
minimum value called Nisab which varies for each item. It ts 
Rs. 40 in case of cash money, in case of silver the Nisab is 206 
dirhains or 52} totals. In case of gold, it is 20 mithgals or 7} 


ic State 


tolas, etc. 
Without going into every detail of Zakat (I shall discuss 


Zakat in a greater detail later on) it becomes apparent that Zakat 
in its various forms virtually constituted a general property tax 
as it exhausted all the kinds of property then existing. Unlike 
modern taxes, the rules of collecting Zakat are so simple that no 
specialised knowledge is required. With respect to collection, the 
most important point to emphasise is the distinction between 
apparent and non-apparent property. While the Zakat on apparent 
property, namely, animals and agricuitural produce, is collected 
and disbursed by the State, the Zakat on non-apparent property, 
namely, gold and silver and articles of trade, is disbursed to the 
beneficiaries of Zakat directly by the owners themselves. The 
Zakat on non-apparent property came under State control only in 
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so far as the owners passed with it by the public collectors 
stationed on public roads (‘Ashbirs). 

The operation of this ideal tax can wipe out the glaring 
inequalities of wealth and will bring about its gradual redistribu- 
tion and also help considerably in curbing inflationary tendencies. 
Apart from erratic increase of currency in the country, paucity 
of goods and velocity of money, the false and unequal distribu- 
tion of wealth generates inflationary tendencies and makes the 
market uneasy. The correct handling of this tax can gradually 
bring about the required equilibrium. 

(b) Jizyah. The next source of revenue was Jizyah—a tax 
which was imposed on the non-Muslims in lieu of the guarantee 
extended to them by an Islamic State for the protection of their 
lives, properties, religious rites and for their exemption from 
military service.. Such non-Muslims whose lives and properties 
are guaranteed are called ““‘Dhimmis’’. There is a lot of contro- 
versy over the imposition of Jizyah on the non-Muslims. Some 
say that Jizyah levied on the Dhimmis is a rental for residing in 
the Muslim State and some say that it is taken from the Dhimamis 
as a punishment for their disbelief in order to humiliate them 
Bad sees gs sa0) that daring. the process of payment they were 
rebuked in these words : ‘Oh Dhimmis,” or ‘Oh enemies of God ! 

pay the Jizyah.” 

Bat if we go deep into the problem it can easily be established 
that all these criticisms are not valid. It is quite uncharitable to 
treat Jizyah as rental on the part of the Dhimmis for residing in 
the Muslim State. Had it been so, it should also have been imposed 
upon the children, women, insance and old people. But they 
were not liable to pay this tax. It follows that the welfare of 

people is the basic consideration behind imposing of Jizyah u 

the non-Muslims. Moreover, it was not a repressive tax. 

is supported by Aghnides in the Mohammedan Theories of Finance 
when he writes: “The Jizyah is imposed by the Imam upon 
population of a district conquered by force of arms. The 1 
rate for the rich is forty-eight dirhams, ie. four dirhams 
month, for the middle class half of this sum, and for the poor fo 
can earn their living, one-fourth of this sum. The above is 

ou the precedents of the Caliph Omar, Othman and Ali, the other 
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by the welfare of the people, no matter whether they are Muslims 
or non-Muslims, the Islamic State can impose taxes on the public. 
The oppression of minority in any form is condemned in Islam, 
because the minority is a sacred trust in an [slamic State. It is, 
therefore, a futile effort to make any distinction between religious 
and secular revenue, in an Islamic State. This fact must be kept 
in. view in understanding the tax structure of early Islam in its 


correct perspective. 
With these few words I would like to pass on to various 


sources of revenue of the early Islamic State 
(a) Zakat. The prime source of revenue for any Islamic State 

is Zakat, which is also one of the five basic tenets of Islam. Next aim annatimat enn 

to prayer it 1s,the most important of the religious duties enjoined : ed to.them bv an Islami 

on the Muslims. Hence Zakat assumes a religious sanctity which sarting irel ionic ae 

is not matched by .any mode of public finance anywhere else, so ry s. HF se uslis 

much,so that the first Pious Caliph made war upon those tribes : yy; 

who refused to pay it. su over ¢ 
The, Zakat affects the various kinds of possessions which are 

hoarded..wealth, agricultural produce (tithe), tax on capital 


(animals), etc. 
These things are liable to tax only when they reach a certain 


value called Nisab which varies for each item, It is 
Rs. 40 in case of cash money, in case of silver the Nisab is 206 


minimum 
dirhains or 52} totals. In case of gold, it is 20 mithqals or 7} 
tolas, etc. 
Without going into, every detail of Zakat (I shall discuss 
Zakat in a greater detail later on) it becomes apparent that Zakat 
in its various forms virtually constituted a general property tax 
as it exhausted all the kinds of property then existing, Unlike — 
modern taxes, the rules of collecting Zakat are so simple that no 
specialised knowledge is required, With respect to collection, the 
most important point to emphasise is the distinction between 
apparent and non-apparent property. While the Zakat on apparent 
property, namely, animals and agricuitural produce, is collected — 
and disbursed by the State, the Zakat on non-apparent property, 
namely, gold and silver and articles of trade, is disbursed to the 


beneficiaries of Zakat directly by the owners themselves, The 


Zakat on non-apparent property came under State control only in 
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Companions having approved of their action, In other words, it 
is based on ijma. There is no Zahir-al-riwayah report’ concerning 
the meaning of the terms rich, middle class and poor, but in the 
commentary of al-Tahawi it is stated that the person who owns 
-10,000 dirhams and upwards is rich, the person owning from 200 
upwards is middle class, and finally the person owning less than 
that is poor.” 

Again, it is incorrect to say that Jizyah was some ‘ort of a 


punishment. No doubt, the collection of the Jizyah is based on 
Make war upon such of those to whom a 


the divine words: ‘ 
Scripture has been given, as do not believe in God, nor in the 


Last day—until they pay by their hands the Jizyah in order to be 
humiliated”’ (ix 29). Here the Qur’anic word Saghirén (bumilia- 
tion) simply means *“‘submission”’ for two reasons: firstly, old men, 
women and children were exempted from the payment of Jizyah, 
secondly, the use of force for imposing religious belief on others 
is Clearly prohibited in the Holy Book. Therefore, I agree with 
al-Shafi 1 who, *‘on the strength of the opinions held by. a number 
of people of knowledge (ilm), concludes that the humiliation 
referred to in the Quran consists in the submission of the infidels 
to Muslim rule (bukm al-Islam), and that consequently people 
may not be admitted into the status of Zimmis except on con- 
dition of submission to Muslim law. 

“According to the most extreme view quoted by al-Adawi 
the humiliation of the Zimmis is necessary in order to demonstrate 
their inborn hatred of the Moslems, their refutation of the Prophet, | 
and the fact that if mae had the power they would exterminate 
the Moslems gradually.” 

However, the Our anic reference to “humiliation” must not 
be understood in the sense used in course of our ordinary business 
of life. The rashness in the treatment of the Dhimmis during the 
process of collection is obviously against the spirit of Islam ‘The 


whole problem of imposition of Jizyah must be understood in its 
In the primitive socio-economic set: “up 


historical perspective. 


the imposition of Jizyah was possibly the best choice. Because | 


it 1s consistent with the principles of natural justice. Every 


subject of the State must pay his due for the maintenance of 
internal security and preventing external invasion. Taxing ‘the 
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or raised by water-wheel, cannot stand the same rate of hhaia) 
which could be charged onland watered byrunning water or fain 


So long as land continues to remain the same with regard 
to its method of irrigation and advantage, the tax is neithe; 
increased nor decreased. If, however, the change in the method o 
irrigation is due to a natural factor and is to the disadvantage of 
the cultivator, the State should undertake the repairs and no 
K haraj is chargeable for the period the land remains uncultivable. 
On the contrary, in case of permanent change in the method of 
irrigation which results to the advantage of the land, the State 
may or may not increase the rate of Kharaj. No Kharaj is 
charged if the entire crop is destroyed by factors beyond th 
control of the owner. Even if one is unable to pay the tax, one is 
given time till one’s finances improve. But if anyone has any 
malafide intention not to pay the Khardaj he is also forced to pay 
the tax. Ihus we see that Khardaj tax is not only progressive but 

also fi-exible in nature. It is quite consistent with the moderr 

canons of taxation. [he modern practice of granting exemption 

of tax in special and deserving cases and of attaching the property 

of the cultivator in the event of his failure to pay the taxes appear 
to have owed its origin to the actual administration of Khardj tax 
(d) Spoils of War. The spoils of war were one of the diminisb- 

ing sources of revenue of the Islamic State. This revenue went 
on increaring during the expansionist period of Islam, because 
technically, it meant property taken by force from infidels during 
war. Before the advent of Islam the victorious army or tribal 
chiefs used to keep the entire booty obtained in a war. But Islam 
gradually brought about a change in the mental outlook of the 
Muslim army. Islam restricted the claim of the conquering army 
to four-fifths of the entire proceeds keeping one-fifth of the spoils 


for the benefit of the community. It is based on the Our’anic verse 
your hands, one-fifth thereof is for 


*‘Whatever spoils fall into 
the orphans, the poor and the 


Allah, the Prophet, his relations, 


wayfarers”’ (viii 41). 
‘This was followed in the lifetime of the Prophet. After his 


death the Caliph Aba Bakr and after him the Caliph ‘Umar 
divided the one-fifth of the booty into three shares, namely, the 
parts for orphans, the indigent and the wayfarers, The later 
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Caliphs also followed this practice, which implies that the share of 
the Prophet and his relatives lapsed on the death of the Prophet.”’ 
The relatives, however, are entitled to a share in so far as 
they belong to one of the above classes and in that case they are 
given precedence over the rest. This is the Hanafite view which 
is in accordance with and based on the Caliph ‘Umar’s practice. 
A great majority of Muslim jurists are not inclined to accept the 
Shafiite view that the descendants of the Prophet should be 
gathered together to have their share divided among them, We 
are rather prepared to accept al-Shafi‘i’s contention that the share 
of the Prophet should go to the Imam inasmuch as the Prophet 
took in his lifetime in order to use it for the strengthening of 
Islam, | 
However, the dynamism of Islamic law and financial adminis- 
tration is amply illustrated by the momentous decision of the 
Caliph ‘Umar regarding the restoration of the land of Sawad to 
the original owners. The Caliph ‘Umar's letter to Sa‘d bin Abi 
Waqqas says: ‘You urge in your letter that whatever lands and 
other property God has given you in booty should be distributed. 
On receipt of my letter you should distribute all the chattels 
including animals among the army alter deducting one-fifth pro- 
vided the booty has been obtained after actual warfare, and allow 
the lands and the camels to remain in the hands of the original 
owners SO that they may be used in support of the olernncess of 


generation, there would be nothing left for the posterity.””. = 
_ The Shafi‘ites object to making a present of lands.to the 
original owners when the lands have been conquered by. force on 


the ground that, like chattels, they are a booty of war and conse- 
quently the property of the soldiers, The Hanafites. reninsthe tS 
“the exercise of option by the Imam in this case is only inaccord- — 
ance with the interests of the Muslims, for if he distributed — 
these lands among the soldiers they would settle down, hem — 
in order to cultivate them and so. they. would stay from the oly 
war and their enemy would then return to charge against the 
“Muslims, Moreover, the Muslims are often. ill-adapted. to agricul- 
‘ture. Consequently, if the lands. are returned to the unbelievers — 
who are more familiar with this art, and are made subject to pay- 
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ment of Kharaj, 
war. Furthermore, 
interests, for, although, 
are more immediate, in the other case they are more 
Then, too, future generations also have a right in these lands, and 


in the case of distribution, the benef 
persistent 


should the lands be distributed among the victorious army, future 


Muslims would have been wronged.” 

The basic fact whichcan be derived from the above analysis j; 
that without changing the basic objectives of achieving social justice 
through taxation, details of Islamic law governing the tax system 
may be changed keeping in view the requirements of the age. 
Thus the modern method of confiscating the spoils of war by the 
State may be justified if they are spent for the benefit of the com- 
munity. The circumstances which compelled the distribution of 
the spoils of war among the conquering Muslim army areno longer 
inexistence. At present soldiers all over the Muslim world are 
provided with regular scales of pay and other connected modern 
amenities of life. Thus for the proper understanding of the spirit 
of the Qur’anic law reason and judgment will have to play a 
crucial part in the future scheme of Islamic social set-up. In my 
view, the keynote to future Islamic public finance would be dyna- 

mism and flexibility. 

(¢) Tax on Mines and Treasure-Trove. There is disagreement on 
the nature of the tax imposed on mines and treasure trove, 
According to the Shafi‘ites and Hanbalites, this tax is considered 

s ‘‘Zakat while the Hanafites regard it as a case of spoils”. How- 
ever without entering into the controversy, we can discuss it as a 
source of revenue. If a mine which is solid and which may be 
melted and admit of imprint like gold, silver, iron, etc., anda 
treasure-trove are discovered in the land of the Muslims, they are 
bound to surrender one-fifth to the State to meet the needs of 
social justice. But today, in view of the importance of mines and 
treasure-trove all mines are nationalised. 

Now the basic question which we are required to answer is 
whether the modern trend toward nationalisation of mines is 
justified from the Islamic standpoint. The door of ljtihad is never 
closed in Islam, Therefore, what was justified during the early 
period of Islam may not be so justified due to change of time and 
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circumstances. Mining as a separate branch of human knowledge 
is of recent origin. So is the growth of cartel type of business and 
joint-stock companies. The exploitation of mines has, therefore, 
become a very profitable propcsition. If private individuals are 
allowed to enjoy its benefit, it will certainly lead to accumulation 
of wealth in a few hands and consequent exploitation of society 
by a few individuals. Since this is against the spirit of the 
Qur’anic Law, the modern system of nationalisation of mines 
and treasure-trove is justified provided the earnings from mines 
are spent for the benefit of the community as a whole. Here the 
following Hadith is worth quoting: “It is reported by Abyad 
Ma’aribi that he went to the Prophet and requested for the grant 
of the salt lake at Ma’arib. The Prophet granted the request but 
just then one of those present observed that it was a salt-treasure 
which was being granted tothe man. On knowiny the truth of the 
matter, the Prophet refused to grant/it to Abyad.”’ 

Thus we see that the State has every right to exploit the 
mineral resources for the benefit of the society. During the early 
period of Islam the exploitation of mineralresources was confined 
to mere scratching the surface and was not a source of huge pro- 
fit which might result in the creation of a multimillionaire class 
and, therefore, individuals were allowed to work out the mines. 
But the situation has altogether changed in view of the circum- 
stances already stated But we are not prepared to accept a com- 
plete nationalisation of mineral resources to the utter neglect of 
individual rights. The Islamic State must make provision for 
proper and due compensation if mines are found out in private 
lands, What is proper and due compensation is always relative to 
the needs of the community and is to be decided keeping AnsvieRY 
the inconvenience and distress of the inhabitants. = = ~— 

(f) Customs Duties and Tolls. The conception of customs 
duties and tolls took a practical shape during the reign of the 
Caliph ‘Umar who appointed ‘Ashirs and instructed them to 
collect from Muslim traders 23%>, from Dhimmis 5% and from 
Harbis of a non-Muslim neighbouring State in reprisal to the 
same extent as were levied by the latter, | t yee 

The difference in the rate of customs duties and’tolls that 
were levied on the Muslims and those levied on the Dhimmjs 
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“owing to the fact that they need protection from robbers Moy 
than the Muslims, Unlike the Muslims, who must pay the Zakat 
of their trade articles whether or not they pass an ashir tp, 
Zimmis are subject to this toll of five per cent only in so far as 
they come under the jurisdication of an ashir by travelling fo, 
trade. This difference is due to the fact that while the tax Collect. 
ed by the ashirs from Muslims consists in their zakat dues, tp, 
one collected from the Zimmis is in reality only an octroi duty, 
Except for these two differences the Zimmis are treated like the 
Muslims in every respect.”’ 

The Harbi traders come under existing taxing power of the 
Muslim State, because the Harbis during their sojourn in Muslin 
territory enjoy the protection of the Muslim State. But with 
respect to the rate of the tax the principle of reprisal holds trye 
only in a restricted sense. Because if the Harbis are collecting as 
a tax from Muslim traders the whole of their property, the ‘Ashir 
does not collect the whole of the Harbis’ property but leaves with 
them enough to enable them to return home, because they yjj 
need it for food and satisfying other wants, and because the pro- 
perty, being little, does not need protection from robbers. 

If, finally, the Harbis collect no tax from Muslim traders, 
then likewise the ‘Ashir does not collect a tax from the Harbis, 
for the fact that they have given up their oppression (i.e. collect- 
ing taxes from Muslims) while they have the power. This is, on 
their part, an expression of favour toward us, but. we (ie, 
Muslims) are more fit to be possessed with vittues than the 
Harbis. The children and women of the Harbis are exempt from 
tax on condition that similar treatment is accorded to Muslims 
by the Harbis (N P. Aghnides, p. 319). ae 

Now, the question arises as to whether the modern system 
of customs duties and tolls is consistent with the spirit of Islam, 
specially when they are, both in its scope aud objectives, vastly 
different from that prevailed during early Islam. From the stand- 
point of universal brotherhood of Islam’ it may not be justified 
to have artificial barriers in the field of international trade, . | 
because basically Islam believes in one humanity and hence in 
free trade. But viewed from the standpoint of survival of a poor , 
but developing Muslim State, the modern system of customs 
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of paying taxes as a religious and moral duty. This is a challenp, 
whichan Islamic State like Pakistan must accept. Mere liprespect t, 
our great Islamic teachings is not an answer to our problems, 


2. Zakat 


(a) Its Meaning for Modern Man. The word ‘‘Zakat’’ means 
“that which purifies’’ and ‘‘that which fosters’’. ‘‘All origina! 
sources of wealth—the sun, the moon, the stars, the earth, the 
clouds that bring rain, the winds that drive the clouds and carry 
the pollen, all phenomena of Nature—are the gifts of God to the 
whole of mankind. Wealth is produced by the application of 
man’s skill and Jabour to the resources which God has provided 
for man’s subsistence and comfort and over part of which man 
enjoys proprietary rights, to the extent recognised by Islam. In 
the wealth that is produced, therefore, three parties gre entitled 
to share: the workman whether skilled or unskilled ; the person 
who supplies the capital; and the community as representing 
mankind. The community’s;share in produced wealth is called 
the Zakat. After this has been set aside for the benefit of the 
community, the rest is ‘purified’ and may be divided between the 
remaining parties that are eatitled to share in it.”’ 

Zakat is the pivot and hub of the Islamic public finance, It 
covers moral, social and’ economic spheres. In the moral sphere 
Zakat washes away greed and acquisitiveness of the rich, In the 
social sphere Zakat acts as a unique measure vouchsafed by Islam 
to abolish poverty from the society by making the rich alive to 
the social responsibilities they have. In the economic sphere 

Zakat prevents the morbid accumulation of wealth in a few 
‘ hands and to diffuse it before it assumes threatening proportions 
in the hands ofits possessors, as it is a compulsory contributionof 
the Muslims to the State exchequer. at 

The term ‘'Zakat’’ has no’ malevolent connotation ‘as all 
other secular taxes of today have. At:least at twenty different 
places in the Holy Qur’an there is an association of Zakat with 
Salat (prayers). Thus the Qur’an categorically states that who- 
ever wants to enter the brotherhood of Islam shall have to estab- 
lish regular prayers and pay Zakat regularly. Both the practices 
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spiritual and secular advancement. For instance, the Qur'an says 


And establish regular Prayer 
And give regular Charity ; 


And loan to God 
A Beautiful Loan (Ixxiii : 20) 


Once Hardat Aba Bakr in a public address on the obligg 
toriness of Zakat and its inseparableness from Salat went so fara 
to say : “By God, I will wage war against those who discriminate 
between Salat and Zakit. 

The second principle of equity governiog Zakat is contained 
in the saying of the Prophet (be peace on him): ‘‘In (the product 
of) land, watered by rain and springs or in what is watered by 
water running on the surface of the ground is one-tenth, and (inj 
what is watered by wells one-twentieth” (Bukhari, 24 : 55). Zakat 
is one generic term applicable to all ordinary compulsory contri- 
butions and the share of the State in various kinds of income such 


as treasure-trove, booty obtained in religious warfare, land pro- 
follow the principle of equity which states that the 


duce, etc., 
lesser the amount of labour and capital, the lesser the rate of the 
levy. (S.A. Siddiqi, Public Finance in Islam.) 
The third principle is the principle of productivity or maturity, 
Thus Ibn ‘Umar said: The Messenger of Allah (be peace on him) 
reported: ‘‘Whoever acquires wealth, there is Zakat on it until 
a year has passed over it’’ (Tirmidhi and Msshkdl, 6). Thus Zaki 
is paid annually after calculating Nisab. Nisab means 7 
valent 


minimum surplus of the value of Rs. 40 or property equiva 
in value to it over necessary expenditure. Nisab becomes subject 


to Zakat only when it is mature and productive, But the Nisab 
will be dissolved on the date of the sale during a year and the 
first year must elapse before the amount realised becomes subj 

to Zakat. The lapse of a period of twelve months is essen 
because time is indispensable for productivity to mate ia 


Obviously, Zakat is not charged on things which are 
and are meant for personal use and comsumption (ie. residential 


houses, clothes, etc.). It may be noted that the Nisab is di 


with different kinds of property and is also reckoned di erent] 
lor instance, in the case of Sawa’im (animals) Zakat attaches tc 


their physical identity and not to their commercial value 
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Spiritual and secular advancement. For instance, the Our an Says 


And establish regular Prayer 
And give regular Charity ; 
And loan to God 

A Beautiful Loan (Ixxiii : 20) 


Once Hardat Aba Bakr in a public address on the obliga 


toriness of Zakat and its inseparableness from Salat went so faras 
to say : “By God, I will wage war against those who discriminate 
between Salat and Zakat.”’ 

The second principle of equity governing Zakat is contained 


in the saying of the Prophet (be peace on him): ‘‘In (the product 
of) land, watered by rain and springs or in what is watered by 
water running on the surface of the ground is one-tenth, and (in) 
whatis watered by wells one-twentieth” (Bukhari, 24 : 55). Zakat 
is one generic term applicable to all ordinary compulsory contti- 
butions and the share of the State in various kinds of income such 
as treasure-trove, booty obtained in religious warfare, land pro- 
duce, etc., follow the principle of equity which states that the 
lesser the amount of labour and capital, the lesser the rate of the 
levy. (S.A. Siddiqi, Public Finance in Islam.) 

The third principle is the principle of productivity or maturity 
Thus Ibn ‘Umar said: The Messenger of Allah (be peace on him) 
reported: ‘‘Whoever acquires wealth, there is Zakat on it until 
a year has passed over it”’ (Tirmidhi and Mishfdl, 6). Thus Zakat 
is paid annually after calculating Nisab.. Nisab means annual 
minimum surplus of the value of Rs. 40 or property equivalent 
in value to it over necessary expenditure. Nisib becomes subject 
to Zakat only when it is. mature and productive. But the Nisib 
will be dissolved on the date of the sale during a year and the 
first year must elapse before the amount realised becomes subject 
to Zakat. The lapse of a period of twelve months is essential 
because time is indispensable for productivity to materialise. 
Obviously, Zakat is not charged on things which are perishab 
and are meant for personal use and comsumption (ie. residential 
houses, clothes, etc.). It may be noted that the Nisab is difierent | 
with different kinds of property and is also reckoned eek 
For instance, in the case of Sawa’im (animals) Zakat attaches 
their physical identity and not to their commercial value asin 
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Zakat mopey. 

Ihe Jast principle o/f Zakat is the principle of ire 
is, one must be a free man before one i eligibl for payment 
Zakat. lLherelore, a slave or a captive is no. &r quireg to 1 

. in Lact, j Slave 


Zakat as he is not supposed to own any property 
is entitled to some p .cuniary help from Zakat money which } 
> emancipation, Now-a-days whens sia) 


might use to secur : 
eG in the 


extinct, persons who undergo imprisonment may D piat 
category of those who are not considered to be free men and the; 
innocent dependants may get Zakat revenue. 

hould Oe 


All these principles governing payment of Zakat 
reflected not only m its traditional basis of assessment but a 
the modern basis of the assessment of Zakat. 

Traditional Basts. The doctors of conventioual law generally 
divided property into four categories on which Zakat was to be 
applicable. 

Ihe first category was 
trade, Here the Zakat levied was 24"%. 
possession by an individual, for a continuous period of one year 
of 524% f gold. As a matter ol fact, 


tolas of silver or 74 tolas of gc 
after deducting Nisab and debt, 


gold and silver and the profits of 
The taxable limit js the 


all idle wealth is taxed at the 


rate of 21% 

Ihe second category of property was cattle and other domes 
tic animals, Ihe percentage of Zakat was approximately the same 
as in the case of the first Ccalegory. 

The third category was agricultural and farming produce and 
the proportion of Zakat was assessed at one-tenth in regard to 
land irrigated by natura! means (e.g. rain) without any extra 
eitort by the owner and one-twentieth in the case of land im 

gated by artificial means and requiring extra effort on the part 
of the owner. 

rhe fourth category was mines and tréasure-trove. If a mine 
or a treasure-trove is discovered in the land of a Muslim, one filth 
of it, irrespective of whether they are owned by individuals or by 
the State, should form Zakat revenue to be spent exclusively on 
the items mentioned in the Qur'an. It must be noted here that 
property which is subjected to Zakdt must be that which is in 
excess of the basic needs of the owner and of what is required for 
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bis bare livelshood. Let usnow discuss in some detail the moderna 
basis of assessment of Zakat revenue. 

Modern Basis. The modern coatroversy in regard to Zakat is 
on the meaning of the term “‘property’’ referred to in the verses 
of the Qur'an. The Qur'aan says: Take alms out of their property 
—thou wouldst cleanse them and purify them thereby—and 


pray for them. Surely the prayer is a relief to them. And,.God 
is Hearing, Knowing”’ (ix. 103); ‘‘The parable of those who spend 


their property in the way of God is as the parable of a grain 
growing seven ears, in every ear a hundred grains, And God 
multiplies further for whom He pleases, And God is Giving, 
Knowing”’ (ii. 261). 

The categories of property. defined in the early days of Islam 
on which Zakdt is to be applicable should not, in the writer's 
opinion, be rigidly maintained. The modern basis of assessment 
of Zakat has been carefully studied by a group of eminent Islamic 
jurists, | 
The Arab League held a seminar on this subject, and a com- 
prehensive Report on social solidarity in the Arab world was 
presented to a meeting held in Damascus in December 1962, The 
Report was prepared by Shaikh Muhammad Abi Zahrab, Shaikh 
‘Abd al-Wahhab Khallaf of the Faculty of the Shari‘ah at the 
University of Cairo, and Shaikh ‘Abd. al-Rabmés perm of pons 
University. 

In this Repert, to which frequent reference would phows 
the view is held that Zakat would now be due on all kinds of pro- 
perty not known in the early days of Islam. Such things as 
industrial machinery, bank notes, profits of ener rest > trades 
would now be subject to Zakat. P \ bfoew: lestiatieat 
 (b) Zakat on Industrial Machinery, Ete. On this subject, the 
Report says; ““Theapplication of this distinction in our time leads 
us inevitably to add to the category of property liable to Zakat 
property which is now considered productive and which was not 
known to be productive at the time when the jurists originally 
formulated their theories on the subject. Where property is a 
means of exploitation for its owner, or where the owner of a big 
factory employs labour to run it and utilises industrial machinery 
as the means of bringing about profit, the property would be 
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considered productive for the purpose of Zakat and a charge made 
upon it. Here the gain which the owner of the factory secures 
comes from the industrial machinery he uses, and this machinery 
is not in the same category as the tools of the blacksmith or the 
carpenter who alone uses the tools and without whom there would 
be no production from the tools. For this reason Zakat should be 
levied on this kind of industrial property on the ground that it is 
productive property and not in the category of property neeiled 
for’ the basic requirements of the person owning the property. 
The jurists of old order did not impose Zakat upon industrial 
implements because these implements were of a primitive nature 
and were not of themselves productive, as is the case at present. 
Production from industrial implements can be possible only 
through their use by the worker. Now, however, machines produce 
more or less by themselves, and can be considered in the category 
of productive goods for the purposes of Zakat. Modern factories 
consider their industrial machinery as their growing asset. But it 
must be pointed out here that tools owned by a craftsman and 
used solely by him, such as the tools of a hairdresser who works 


alone, should be exempt from Zakat because they would be the 
basic and essential] requirements for the craftsman without which 
he cannot purchase anything. And it cannot be said here that this 
view is contrary to the views of the old jurists, for the simple 
reason that the old jurists did not know of this problem and.could 


not have made any reasonable pronouncement in regard to it. We 
are merely applying the basic theories which the old jurists have 


devised on the subject.” ry 
The Report discussed the rate of the Zakat to be levied on 


industrial machinery and similar property, and came to the con- — 
clusion that it would be 10% of its net produce, by analogy to 


Zakat levied on the produce of agricultural property. ad 
So far as the imposition of Zakat on industrialmachinery and 


factory produce is’ concerned, I agree? entirely with’ the views 

expressed in the Report, but with regard to the rate of Zakat on ; 
industrial machinery, etc., I cannot see eye to eye with it on the | 
following grounds. Firstly, the analogy of agricultural produce is 
not altogether apt, because the rate of depreciation is greater in — 
the case of industrial machinery than in that of agriculturalland 
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There is no difference in reality between the owner of land who 
lets it out to others to farm and then collects a return on it, and 
the owner of houses who lets them and collects a return. It would 


be utterly unreasonable to charge tax on land but not on houses 
in such a case, and this would also be an injustice to the owners 


of agricultural land. Another result of this would be that people 
would give up ownership of agricultural land in preference to the 
ownership of buildings. The Shari‘ah cannot be said to make such 
an illogical rule. The difference between us and the jurists of old 
is not a difference as regards theories but as regards the applica. 
tion of the theories, In their days buildings were not exploited for 
profit, as they are now.” 

Though the learned jurists are inclined to recommend that 
the rate of Zakat on bank notes as well as rents, etc., should be 
2°5%, yetI am for flexibility in determining the rate of Zakat. That 
is, in such cases the rate of Zakat should be fixed tempered by 
consideration of productivity and profitability. 

Inflation. Now I would draw attention of the jurists to the 
modern problem of inflation and its impact on the rate of Zakat. 
What is inflation ? By inflation is meant a rise in the general leve| 
of prices usually on account of an increase in the supply of money, 
unaccompanied by a corresponding increase in demand. Thus, 
according to Professor Pigou, “‘Inflation exists when money income 
is expanding more than in proportion to income-earning activity,” — 

resulting in rise in prices, When prices rise due to increased gold 
supply, we speak of gold inflation, when due to currency notes, 
currency inflation, and when it is due to an over-expansion of 
credit, the term credit inflation is used. Mere inflation implies a 

general rise in prices due to some, any, or all of these causes, 

Deflation is the opposite of inflation. It should be noted thatk ho 
ot low prices as such are immaterial. If all prices including pr 
of services double or halve overnight, it makes no material ch 
in the economic position of the people concerned. But this never 
happens. Actually, rising or falling prices influence the course of | 
production and the distribution of wealth in different and often 


adverse ways. - 
In the modern Muslim world, almost everywhere we find the | 


problem of rising price level as a part of rise in the price level 
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sion is the essence of both tax and Zakat, yet Zakat di 
fundamentally from tax on the ground that tax (i.e. income-ta 


by 


is generally imposed on income while Zakat is comprehensive jp 
the sense that it is charged not only on savings but also op 


property. 


Again, Zakat is neither a fee nor a price. Because fees area 
compulsory payment but are paid only by those who obtaip 
définite services in return. In the case of Zakat the question o| 
‘‘definite return’’ does not arise. Moreover, the main difference 
between Zakat and prices lies in the fact that one can escape 
prices by not purchasing a service as price is the payment ofa 
service of business character, e.g charges for favelling on railways, 


while Zakat is an obligatory tax. 


linally, Zakat is not a special assessment, nor is it rates. 


Because special assessment, as defined by Professor Seligman, i 
‘“‘a compulsory contribution levied in proportion to the special 
benefit derived, to defray the cost of a specific improvement to 
property undertaken in the public interest.” The “‘benefit theory 
of taxation’’ which 1s the basis of special assessment is not the 
main. consideration of Zakat. Moreover, Zakat differs from rates 
partly because rates are levied on immovable property and partly 
because rates generally vary from locality to locality. Zakat which 
is guided by one uniform principle is not leviable on instruments 
and residentia! houses. 
Canons of Taxation. Tbough there is a fundamental difierence 
between Zakat and the modern sources of public finance, yet 
Zakat can be linked to Adam Smith’s four canons of taxation— 
Fquality, Certainty, Convenience and Economy. Firstly, according 
to the canon of equality, “‘the subjects of every State ought'to 
contribute towards the support of the Governmént, as nearly as 
possible in proportion to their respective abilities, that is, in 
proportion to the revenue which they respectively enjoy underthe 
protection of the State.’’ By ability is,meant equality of sacrifice 
and not of amount paid. Every person should contribute towards 
the maintenance of the State according to his ability. Thus the 
rich should pay more taxes than the poor. This is true under the 
moder system of taxation under which the levy of a tax is on 
the income of an individual. Zakat, on the other hand. is levied 
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pn Saag ata uniform rate which ensures equal 
Zakat cannot be spent by the State in any 
way it likes; It isan express objective of Zakat that it should be 
aaibeicediitdesdontbo: poor from which the rich can have little 
or no direct benefit. — 29253 guboia of? 100 eogr'a 
_ Secondly, according to the canon of certainty “the tax which 
each individual is bound to pay ought to be certain and not 
arbitrary, The time of payment, the quantity to be paid, ought 
all'to be clear and plain to the contributor and to every other 
person," The tax-payer should know what amount he is to.pay 
sovthat he may adjust his expenditure to his income. Tha hex 
payer should also know when he is to pay and why he is to pay. 


theccanon) of convenience,states that Sanee 
cho bean contrived as bat takeout and fe oo 
little as possible over 
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sion is the essence of both tax and Zakat, yet Zakat differ: 


fundamentally from tax on the ground that tax (i.e) income-tax) 
is generally imposed on income while Zakat 1s comprehensive jp 
the sense that it is charged not only on savings but also op 


‘property. 
| Again, Zakat is, neither a fee nor a price. Because fees area 


compulsory pay ment but are paid only by those who obtain 
définite services in return. In the case of Zakat the question of 
does not arise. Moreover, the main difference 


“definite return” 
between Zakat and prices lies in the fact that one can escape 


prices by not purchasing a service as price is the payment ofa 
service of business character, e.g charges for travelliny on railways, 


‘while Zakat is an obligatory tax. 
Kinally, Zakat is not a special assessment, nor is it rates 


Because special assessment, as defined by Professor Seligman, is 
‘‘a compulsory contribution levied in proportion to the special 
benefit derived, to defray the cost of a specific improvement to 


_property undertaken in the public interest.” The “‘benefit theory 
which is the basis of special assessment is not the 


of taxation’’ 
main, consideration of Zakat. Moreover, Zakat differs from rates 
_partly because rates are levied on immovable property and partly 
,because rates generally vary from locality to locality. Zakat which 
is guided by one uniform principle is not leviable on instruments 

wy 


and residential houses. 
Canons of Taxation. Though there is a fundamental difference 


_between Zakat and the modern sources of ‘public finante, yet 
Zakat can be linked to Adam Smith’s four canons of taxation— 
Equality, Certainty, Convenience and Economy. Firstly, according 
.to the canon of equality, “tthe subjects of every State ought to 
contribute towards the support of the Governmént, as nearly as 
that is, in 


possible in proportion to their respective abilities, 
proportion to the revenue which they respectively enjoy under the 


.ptotection of the State.” By ability is, meant equality of mie 


and not of amount paid. Every person should contribute towar 
the maintenance of the State according to his ability. Thus the 


rich should pay more taxes than the poor. This is true under the 
modern system of taxation under which the levy of a tax ison 
the income of an individual. Zakat, on the other hand, is levied 
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In no country does eachi tax satisfy each of these canons, Even 
all*modern taxes are bound to infringe some canons in one way or 
the other. Zakat as a system of taxation satisfies, not only most 
of the principles of taxation, but also’possesses certain definite 
advantages over the modern taxes. 

Advantages. In comparison with modern taxes, 

es definite advantages over them in at least three respects. In 
the first place evasion isa serious defect of modern taxes. It is 
quite well Known*to everybody that! many people try to evade 
income-tax by presenting false accounts. The question of dijs- 
honest practices in the case of Zakat is quite unexpected because 
of its religio-economic ‘character, Needless to say that Zakat is 
one of the five pillars of the Islamic faith. In economic sphere it 
is a voluntary submission to God’s will. 

Secondly, the main basis of Zakat being ‘ unused hoarded 
wealth, it serves a noble purpose. It is only through Zakat thatit 
is possible to unearth hoarded wealth and utilise it for the 
greater benefit of society. As Zakat is a’divine order, wholeheart- 
ed co-operation of the individual concerned to bring out his 
hoarded wealth would be forthcoming. Under modern taxation 
system this co-operation will not be easily forthcoming as nobody 
will willingly give out'to the State the secrets of his: hidden trea- 
sures. Actually, Zakat checks the tendency to hoard money, and 
provides a powerful stimulus to investment inprodactive pur 

poses as Islam allows profit and partnership. 

Finally, the purpose of Zakat and the heads of . expendi- 
ture have been well defined in the Holy Ourada, So) the Govern- 
ment is not competent to spend the money collected through 
Zakat in any way it likes, But the revenue collected from: taxes 
can be spent whimsically by the modern’ State.’ Empirically 
viewed, income coming from taxes is not always’ spent)on’pro- 
ductive purposes, Moreover, Zakat is not “felt” as muchas in- 
come-tax, because the payment of Zakat being a ‘divineordenthe 

people will pay it willingly. 

Social Security. Now-a-days, in almost al] advanced countries, 
there is a cry for social security schemes. Regarding the meaning 
and scope of security, Professor F, Benham in his book Economids 
‘It is the duty of the State to provide a minimum 


Zakat possess- 


observes: 
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economic security for'all its citizens, The phrase commonly used 
for this minimum of economic ’security is social'security: There 
is no clear-cut line, established by general usage, Lf ighontngie 
securi éymieasares nd other measures which reduce inequal 

such as free ‘hospital tréatment,*medical advice and fiedieiné* 
freé education "and sabsidies on food-stuffs and off working ‘lass 
hotses. "The gerieral''practi¢e is perhaps to intlude undef social 
security’ measures only Schenies for providing ‘money benefit to 
ns suffering economic hardship. Such schemes ‘include insur- 


bee: batts 


nst 'u ment and’ sickness; ; compensation to 
wre ave et th accidents inieourde ‘ot their ‘eémploy- 
ripe park - family allowances’ for children  pen- 
std “ae oye facing,’ the bind! and thos injared in‘ ar; 
‘in th el resGFEOdaN foal! assistance.’ But if’ we examine 
the h bead Sige id ga penne ot dimentey4a 
by peat ‘is nothing original in ‘the modern social 
va es or Professor Pigou’s cry for’ Welfare'State. ~~" 
ei ‘The beads of expenditure of! Zakat money have'been ‘clearly 
ioned’in the Qur'an which are: eight,’ namely,’ disbursement 
(i) in aid of the poor, the:destitute and the disabled;/(ii)'to help 
the converted Muslim, (#14) to help serabiver oH) cota 9 th 
Ps Ug fone acne ao alves) (vi) to" bel; the 
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But Zakat is an uncompromising enemy of hoardipg ang 
killer of Capitalism. As Zakat is an obligatory tax on rich Mus. 
lims, the object of it is to remove the inequality of income and 
to return the purchasing power to the poor people. According to 
the teachings of the Holy Qur’an, there is no harm in earning 
money but it is the sacred duty of the Islamic State to see that 
not a single citizen in the State is deprived. of the bare neces- 


saries of life. 

This object.can easily be achieved by proper distribution of 
Zakat money among the poor and the needy. Zakat, by giving 
them. purchasing power, brings about a balance between demand 
for and supply of goods and thus facilitates the course of produc- 
tion in the country and smoothes the path of national progress 
and, prosperity. Now these people, having purchasing power in 
their hands, will demand more goods; entrepreneurs will try 
to produce more; the scope of employment in the country will 
increase, apd witb that the national income will also go up, 
Zakat thus benefits both the rich and the poor—those who pay 
it.and those who.receive it as the Quran says: “It (Zakat) 
brings well-being to both the person who pays it and the person 


who receives it.” 

Thus it, may be repcated that Zakat is not an end in itself 
it is a) means to an end. So the essence of ZakAt lies not in its 
detailed rules, but in its purposes and objects for which it was 
designed: But we must be aware that the greater the hold of 
Islam on the people, the greater the chance of smooth collection 
and distribution and the less chances of its evasion. So sincére 
attempts must be made by the Muslim States to inculcate the 
spirit of Islam among Muslim members of the community, 

(e) Zakat and Modern Muslim States. We have already seen 
that the institution of Zakat contains an enormous potential for 
mitigating the sufferings of the degraded humanity. The modern 
Muslim States must,mobilise their domestic resources through 
Zakat for financing various development programmes in eduta- 
tion, health, labour and social welfare sectors. Therefore, attempts 
should be made not only tocollect Zakat revenue by the State but 
also to examine thoroughly the institution of Zakat, To start with, 
they can set up ‘‘People’s Zakat Welfare Trusts” to be adminis- 


300 


“Somie Aspects 6f Public Finance'in Islam 
tered by eminent jurists of Islamic Law and administrators of great 


integrit oficharacter under the overall supervision of the: States 
concerned. It isto be ‘examined whetherit is! possible to introduce 
‘an element of flexibility in. fixing theyrateof Zakat keeping in 
view the inflationary. pressure on the déveloping economy as well 
as the’ pedple’s sentiments about it. In therfirst phase of imple- 
mentation of Zakat scheme, its rate, ‘as fixed by the Prophet, may 
not! be disturbed, Without) losing further time, an enviromment 
will have to be created where it is possible to introduce the scheme 
of “Zakat Saving Certificates” somewhat on the lines of National 
Investment Trust (N.I.T.) Units of Pakistan. The proposed 
“Trust” may invest these saving. certificates like N.I.T. of Pakis- 
tan. The dividend may, be declared minus the amount of Zakat 
which must be known to the persons concerned so that they can 
d the names of the “entitled’’ persons. The persons 


recommen 
who will purchase these certificates may be given relief against 


income-tax which will, Iam sure, be sufficient incentives on ‘the 
financial side. But the. freedom to realise such non-transferable 


caiiteatnasttes the prescribed maturity period must be ensured. 
The superiority of such a scheme: lies in the fact that, unlike 
modern schemes, the person concerned will be gaining both 
tangible and intangible advantages—tangible, adyantages in the 
form of profits from the investments and intangible advantages 
from the act of performing a superme religious obligation. This is 
just a broad outline of the scheme ; what is needed is a mass of 
ipaiaied PrOvImrOny; fresh thinking and planning. = = | 
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featted \ fea} eve 3. Conclusion 
, Avia > G8 
“st Tax, structure i in early Islam does not fall into thet 
of religious and secular revenue, as wrongly maiatainediie >) 
‘Western scholars, In spite of the simplicity of the sys e = 1 bees 
were a number of taxes prevalent in the early Islami — , 
- Generally speaking, they are: (a) Zakat, (b) Jizyah, (c) K : 
_ Land-Tax, (d) Spoils of War, (¢) Tax on Mines aye Trea: ire 
Trove, (f) Customs Duties and Tolls, It is found by a is tha’ 
the lax system of early Islam was elastic tnd dynamic in oat e. 


_ The author feels profoundly that the institution 
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even today*contains an enormous human potential for commy, 
betterment which weshould utilise:in a systematic manner through, 
Government agency, for financing social welfare and social secugi 

schemes of the modern State such aspoor-houses, centres for fre. 
medical treatment, schools to provide elementary, secondary anq 
technical education’ for the indigent, money relief for the up. 
employed, aged, widows and orphans, and a beginning might be 
made with the grant of relief to the innocent dependants of 


persons who are suffering imprisonment for crimes, etc. 
'The author, however, feels that’ the categories of property 


defined in the early days of Islam to which Zakat is to be appli- 
cable should not be rigidly maintained. It is to be decided 
whether or not such things ‘as industrial machinery, bank notes, 


shares, stocks, etc , should be subject to Zakat. 
The author also feels that in fixing the rate of Zak&t, the 


Tslamic State may introduce an element of elasticity to face the 
inflationary tendencies of the economy of almost all the Muslim 
countries of the world.’ During the periods of rising prices, the 


purchasing power of Zakat revenue diminishes ; the poor who are 
entitled to it are thus hard hit in real terms. Hadrat ‘Umar 


introduced many changes in the system of Zakat, because if isi 


means to an end, not an end in itself, 
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taxes. The further scope for raising revenue through direct taxes 
particularly from: (a) agriculture, (b) property tax, (c) services 
rendered. by public, corporations and semi-autonomous bodies 

~ : g . : 


(d) imposing taxes on unnecessary expenditures on marriages, births 
(€) nationalisation of certain key trades 


and other ceremonies, 


etc., need careful consideration, 
In order to make policy decisions in respect of mobilisation of 


agricultural income, the mere examination of the question of the 
extent of net increase in incomes in agricultural sector is not enough, 
It is pertinent to carry out a survey to determine who are the 
main beneficiaries of the Government’s agricultural policy which 
provided a number of facilities like improved agricultural inputs 
and subsidised fertiliser and agricultural loans, etc. Any tax pro- 
posal in the agricultural field must, therefore, be progressive in 


nature. 

(3) In underdeveloped countries like Pakistan it is always 
better to concentrate on improving the tax administration rather 
than to embark upon the much more difficult task of broaden- 
ing the tax base, It is reported that Pakistan’s exchequer loses 
Rs. 50 to 100 crores each year in income-tax evasion alone which 
is approximately one-quarter of the national budget, [his is apart 
from the many crores evaded in other Central taxes. It is Suid 
that the most common methods of income-tax evasion are: (a) 

maintaining more than one set of account. books (generally two, 
but sometimes three, the third one for non-active partner) ; (b) 
entering into deals and transactions outside the books ; (c) operat- 
ing bank ,accounts in fictitious names, both personal and cor- 
porate ; (ad) trading in false names for short periods; (é) bogus 
partnerships, etc. 
There is a strong feeling that legal avoidance is also prac- 
: (a) floating subsidiary 


tised. by use of the following methods 
companies, (%),not,distributing dividends in years of profits or 


J 
declaring them in years in which income can be set off against 
(c) creation of trusts in order to trans- 


losses incurred elsewhere 
fer. business profits ; (d) effecting sale of company’s assets at 


ridiculously Jow,prices to friends or members of family 
In.many cases, bogus cash credits are shown in the books to 


divert; profits,; Not infrequently, what are shown as loans from 
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banks are not loans, but advances obtained against fixed deposits. 
Suppression « of sales is the most common device. Sales are made 
without recording a book entry. Again, many concerns which 
operate branches i in other towns under-state or simply leave out 
profits earned by branches. Exports are under-invoiced and im-— 
ports over-invoiced to bring down the profit rate. In companies, 


especially private limited companies, excessive remunerations 
are Paid to directors, some of whom frequently draw on the com- 


Py ’s § reserves as loans and advances. 
hy Does Evasion Take Place ? The question is not easy to 


answer, though come of the causes and motivations can be identi- 
fied. First of all, it is a hang-over of the colonial days when not 


paying ¢ taxes to foreign government was not depricated. In ulti- 
ysis it may be found that the problem of tax evasion 


mate a an 
isa of the general pattern of a developing society and a 
poe of the time. The failure of an individual or a group to 
to Government what is Government’s is really a moral 
itd gal failure. Hence the necessity of educating both the 
tax collector as well as the tax payer. This is indeed a time-killing 
process, But the Joho Mathai Taxation Inquiry Committee in 
India (1954) had suggested regular and periodic publication of 
lists of all tax payers in the country and the incomes at which 
they were being assessed. It was of the view that that might 
help the epartment to find new assessees as reports about 
notable omissions would start pouring in from rival and even dis- 


interested sources. It could, perhaps, be tried here too, in the 


short run, 
(4) Criine to the problems of local taxation in Pakistan it is 
feltthat the Provincial Governments should, in principle, withdraw 
. ee: 


gradually from the field of taxation generally considered to be of 
a local nature like entertainment taxes and transfer of ee in 


other taxes like property taxes to local bodies including ration 
isation of the system of grant-in-aid by the Provincial Gaver rn- 
ments. The transfer of resources from Provincial Governments -s to 
local bodies must, of course, follow the creation of a sound/aal 
ministrative infra-structure at the local government level, because 
the transfer of resources will carry with it the transfer of respon- 
sibilities to the local bodies. Therefore, efforts should fi irst “be 
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; Meanwhile, measures may be taken to augment the! re 
/ of the local bodies by rationalisation of the existi {| | 

| taxation keeping in view the jmpact and inciden n eral] 
: 
| production and consumption pattern. . 
(5) Finally, it 1s to be examined whether ‘‘People’s Zakat | 
| irust’ could be set up by the provincial Governments with its 
. network throughout the provinces. The proposed Tru ' ad- 
ministered by a number of eminent scholars of Islamic Law and | 
h court | 


Jurisprudence and senior administrators like bi 
members of the Provincial Boards of Revenue, et 
nfidence of the people. Allocations from the Fund m y De 
in proportion to contributions received from specified areas which | 
Hl hould be provided with visible social security schemes already | 
Hi tated. We believe that if the proposed lrust is pro] rly organisi d . 
and administered, it may be one of the oldest means of fina: 
hich must | 
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many welfare schemes in social and education 
receive due attention in the future planning of Pakistan 
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Chapter XII 
FISCAL POLICY AND BUDGETING IN ISLAM 


1. Fiscal Policy : (a) Its Meaning ; (6) Expenditure 
Policy ; (c) Revenue Policy ; (d) Kevenue Policy 
towards Non-Muslims 

2, Budgetary Policy ; (a) Budget in Early Islam; 
(5) What Modern Budget Means; (c) Islamic 
State and Modern Budget ; (d) Deficit Budget 
and Foreign Exchange ; (e) Internal Revenue 

3. Modern Trends in Budgeting—Concept of Pro- 
gramme and Performance Budgeting and 


Muslim Countries 
4, Summary and Conclusion 
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1. Fiscal Policy 


| (a) Jis Meaning. The Islamic principle of fiscal and budgeting 
| policy aims at evolving a society based on balanced distribution 
of wealth by placing material and spiritual values on an equal 

| footing. “Of all the religious books of yore, to my knowledge, the 
| Qur'an is the only one which has laid down precise instructions 
as to the policy of the State regarding the expenditure of income.” 
This very fact reflects a new approach towards a study of the 
| problem of fiscal policy which ‘‘is concerned,’ in the words of 
| Professor R.W. Lindholm, ‘‘with the determination of the type, 
| the time and the procedure to be followed in making Government 
} expenditure and in obtaining Government revenues,”’ This is, of 
course, to achieve certain specific objectives. Fiscal policy is 

regarded as a tool to regulate and control human behaviour which 
can be influenced through incentives or disincentives supplied by 


. istablish wor: hip, pav the pnoor due nd bow vour ] | 
WIth toose who bow teh acted HP pe es a. ee | is] i i 
ip. | raising Government revenues (through taxation or borrowing or 
Qur'an, ii..4 | securing Government expenditure), No doubt, in theory, the system 
. » - 1t,18 Conceivable.that the spirit of Islam might be th of taxation introduced by modern secular States proposes to be 
ly reinforcement which would decide this issue (of ascending _ pased on the socio-political and maximum social advantage 
lalism and nationalism) in favour of tolerance and peace, | : theories which aim at general welfare of the people. To the extent 


—Arnold Toynbee, Civiltzation on Trial | that these desirable ends are achieved, they conform to. the Islamic 
| principle, But J.S. Mill has rightly pointed out in his book Repre- 
senlalive Governments that in practice legislature is a representative 
| ofasmall minority which used to capture the power of the State 
either by their wealth or by their organisational capacity. In such 

a state of affairs, how can we expect that fiscal policy would be 
| ee ea and executed in the interest ofthe people? 
The Islamic State is not a theocracy in the sense of pri 
| craft but is an ideological State which serves as a mechani 
for the implementation of the laws of the me. and the Sunn, 
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and the revenue-drawing activities of the State must be used fo, 


the achievement of certain specific economic and social ends within 


the general! framework of Islamic Laws as laid down in the Ouran 


and the Sunnah. 

(5) Expenditure Policy. The expenditure incurring activities 
of the State have got a definite impact on the socio-economic life 
of the society. Unlike other religious books, the Holy Our’an has 
laid down very precise orders as to the policy of th State regard 
ing expenditure of State income. Obviously, these activities are 
neither left at the mercy of the Head of the State nor at the 
so-called will of the modern legislature. The Qur'an says: ‘The 
Zakat [i.e. taxes coming from Muslims] is intended nothing other 
wise than for the Muslim poor (fuqara’), the poor among the 
resident aliens (masakin), for winning the hearts, for liberating 
the slaves and the prisoners of war, for aiding those heavily 

indebted, in the Path of God, and for the wayfarer. This is an 
obligation from God and God is Knowing, Wise”’ (ix. 61). 

A brief explanation of certain items of expenditure of Zakat 
may be of interest. The very high authority of Caliph ‘Umar is 
there tosupport the view that the term ‘‘masakin’’ means the poor 
among the non-Muslim inhabitants of the Islamic State. TheSemi- 
tic philology also confirms it. Again, as regards expenditure for 
winning the hearts, the following quotation may be useful : “As to 
those whose hearts are won, they are of four kinds: firstly, there are 
hearts are won in order to make them come to the 


secondly, there are those whose hearts are 
bstain from doing harm to Muslims ; thirdly, 


those whose 
aic of the Muslims: 
won for making them a 
there are those whose hearts are won for their embracing Islam » 
fourthly, there are those whose winning of heart persuades their 
peoples and their clans (equally) to embrace Islam So it is per- 
missible that each and everyone (belonging to these kinds) should 
be the recipient of this item of Zakat, be he a Muslim or a 
polytheist.”’ The point we are making here is that Zakat may also 
be used for the welfare of non-Muslims. Even the term “Path of 
God” is also a comprehensive one, Spending money for mitigating 
the suffering of the non-Muslims could well be included as an 


expenditure in the path of God. The last item “‘wayfarer” may be 


1. Abu Ya‘la al-Parra’, Al-Ahkan al-Saltaniyah, p. 116, 
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,dded not only by free boardirg and Jodging but also by improving 
touristic conditions, hotels, means of transport, security of roads, 
snd the like, not only for Muslims but also for non-Muslims. 

As a matter of fact, “if we visualise the condition of Arabia 
in the time of the Holy Prophet, it is not difficult to see that 
ihe above-mentioned items practically exhausted al] the needs 
and requirements of the budding State and nascent community 
of Islam; they went much beyond what was known in the neigh- 
bouring ‘civilized’ countries, Byzantium and Iran. In fact, the 
Prophet established a Welfare State. If we look to its spirit, there 
is not the least difficulty in concluding that the Islamic law of 


finance has great elasticity for further expansion to meeting the 
requirements of any age’and any civilization.””? 

Apart from precise instructions with regard tothe expenditure 
of State income, the Our’an has also laid down a broad policy of 
expenditure for balanced distribution of wealth among the various 
sections of the community. Thus, instead of accumulating wealth, 
Islam pleads for more and more expenditure. 

The Our’fin says: ‘“Spend whatever remains after your needs 
ii, 219). This does not mean to spend money on frivolous things. 
Islam not only discourages but condemns extravagance. The 
Our’in says, “Do not squander. Allah does not love the extrava- 
gant.” Hoarding is equally condemned because it keeps wealth 
out of circulation and deprives the user as well as the community — 
of its beneficial use. Besides this, the fragmentation of property — 
under the Islamic law of inheritance and operation of Zakat are — 
the chief principles which rationalise the Islamic economic system. 
In fact, the whole economic philosophy of Ce 
activities of the State is to bring the surplus wealth into ae 
tion, and to ensure, consistently with the natural rights of private — 
property, the balanced distribution of wealth among all sections — 
of the community, especially among the poor and the needy: 
Naturally, the taxation system in the Islamic State must be guided 
by the principle of benevolence and care for the have-notes. 

__.{c) Revenue Policy. No doubt, there is a great elasticity in the 
Isaac system of public finance and taxation. This can be estab- 


2. Progressive Islam, Vol. 11 (September 1985), p.6, 
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and the revenue-drawing activities of the State must be used for 
the achievement of certain specific economic and social ends within 
the general framework of Islamic Laws as laid down in the Qur’in 


and the Sunnah. 
(5) Expenditure Policy. The expenditure incurring activities 


of the State have got a definite impact on the socio-economic life 
of the society. Unlike other religious books, the Holy Qur’an has 
laid down very precise orders as to the policy of the State regard- 
ing expenditure of State income. Obviously, these activities are 
neither left at the mercy of the Head of the State nor at the 
so-called will of the modern legislature. The Qur’adn says: ‘'The 
p ; 


Zakat [i.e. taxes coming from Muslims] is intended nothing other 
wise than for the Muslim poor (fuqara’), the poor among the 
resident aliens (masakin), for winning the hearts, for liberating 
the slaves and the prisoners of war, for aiding those heavily 
indebted, in the Path of God, and for the wayfarer. This is an 
obligation from God and God is Knowing, Wise”’ (ix. 61). 

A brief explanation of certain items of expenditure of Zakat 
may be of interest. The very high authority of Caliph ‘Umar is 
there tosupport the viewthat the term ‘‘masakin”’ means the poor 


among the non-Muslim inhabitants of the Islamic State. The Semi- 
Again, as regards expenditure for 
“As to 


tic philology also confirms it. 
winning the hearts, the following quotation may be useful 


those whose hearts are won, they are of four kinds: firstly, there are 
those whose hearts are won in order to make them come to the 
aic of the Muslims; secondly, there are those whose hearts are 
won for making them abstain from doing harm to Muslims ; thirdly, 
there are those whose hearts are won for their embracing Islam; 
fourthly, there are those whose winning of heart persuades their 
peoples and their clans (equally) to embrace Islam So it is per- 


missible that each and everyone (belonging to these kinds) should 
item of Zakat, be he a Muslim or a 


be the recipient of this 
The point we are making here is that Zakat may also 


polytheist.”’ 
be used for the welfare of non-Muslims. Even the term “Path of 


God”’ is also a comprehensive one. Spending money for mitigating 
the suffering of the non-Muslims could well be included as an 
expenditure in the path of God. The last item “‘wayfarer” may be 


1. Abu Ya‘la al-Parra’, Al-Ahkdn al-Saltaniyah, p, 116. 
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added not only by free boarding and lodging but also by improving 
touristic conditions, hotels, means of transport, security of roads, 


and the like, not only for Muslims but also for non-Muslims 
As a matter of fact, “if we visualise the condition of Arabia 


in the time of the Holy Prophet, it is not difficult to see that 


the above-mentioned items practically exhausted al] the needs 
and requirements of the budding State and nascent community 
of Islam ; they went much beyond what was known in the neigh- 
bouring ‘civilized’ countries, Byzantium and Iran. In fact, the 
Prophet established a Welfare State. If we look to its spirit, there 
is not the least difficulty in concluding that the Islamic law of 
a tt great elasticity for further expansion to meecing the 
quirements of ‘any age’and any civilization.” pT a 

Snipa from precise instructions with regard tothe expend iture 

of Wathen the Our’an has also Jaid down a broad policy of 
expenditure for balanced distribution of wealth among the various 

sections of the community. Thus, instead of accumulating wealth, 

Nt for more and more expenditure. | 

‘The Qur'an : says: “Spend whatever remains after your needs” 
Ba 9), This doe es not mean to spend money on frivolous things. 
slam not only discourages but condemns extravagance. The 
Qur’dn says, “Do not squander. Allah does not love the extrava- 
.” Hoa ing is equally condemned because it kee s wealth 
pereaaeor and deprives the user as well as the community 
; beneficial “use, Besides this, the fragmentation of property 
of Zakat are 
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under the Islamic law of inheritance and operation O c 
the chief principles wh hich rationalise the Isla ic economic syst 

In fact, the whole economic philosophy of expenditure-ts curring 
activities of the State is to bring the surplus wealth intc ircula- 
tion, and to énsure, consistently with the ‘natural rights of | hin 
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lished partly from the silence of the Our’an as to the rates to be 
charged on different articles belonging to the Muslims and partly 
from the early history of financial administration of Islam, In go 
far as the financial aspect of the administration is concerned, we 
see a gradual evolution, beginning with persuasion and recommen. 
dation and culminating into obligations and duties enforced with 
all power that the society could command. Before the Hijrah we 
have no record to prove that there was any fixed rate of Zakit, 
No attempt was made to collect and disburse Zakat revenues by 
the central authority. But the conditions changed fundamentally 
when the Holy Prophet and the persecuted Muslims left Mecca 
and settled in Medina. In the course of a few years, detailed rules 
of Zakat revenues were framed. In fact, Zakat and Sadaqah com- 
prised the entire State income of the time of the Holy Prophet in 
so faras it was collected from the Muslim subjects. At the time of 
the Holy Prophet the Zakat and the Sadagah included not only 
tax on cash, but also the land revenue and the tax on domesti- 
cated animals (sheep, goats, camels and cows) ; it included tax on 
mines (particularly gold and silver), on treasure-troves and the 
like. The Arabia of fourteen hundred years ago and the modern 
world offer us a fundamental] change in the socio-political and 
socio-economic pattern of society. So there is noreason to believe 
that items taxed and rates charged were meant to be unchange- 
able with the changing circumstances as the door of Ijtihad 
is never Closed in Islam. In fact, Hadrat ‘Umar brought about 
certain changes in so far as the details of Zakat are concerned, 
He is also reported to have lowered the existing rate of import 
duty on consumer goods coming from Medina from 10% to only 
»'%,- However, the modern complex system of taxation can be 
justified because of the complexity of modern life. But the funda- 
mental point which is to be borne in mind, in order to better 
appreciate the nature of taxation in Islam, is to understand 
double sanction—spiritual and temporal—behind Government 
taxation in the Islamic State, Both these aspects are welded 
together—tto create an equilibrium in man with his complex 
nature. Thus, as I have already pointed out, the revenue-drawing 
activities of the State must be guided by the principle of benevo- 
lence and care for the have-notes. Judged by this standard the 
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modern system of taxation, specially the method of revenue- 
grawing through indirect taxation, comes under heavy fire, because 
incidence of this indirect tax falls mainly on the shoulders of the 
, the indirect taxes being gerne tage i on articles of 
necessaries of Hfepniio. %! . | pel r 

Indirect taxes are often regressive in character; particularly 
if the taxed commodity happens to bea necessary of life. In fact, 
from the point of view of having a progressive tax structure, 
direct taxes are certainly much more desirable than indirect taxes. 
Ifa policy of full employment requires a high marginal propen- 
sity to consume, progressive taxation is apparently necessary for 
transferring wealth from the rich, who have a relatively low 
marginal propensity to consume, to the poor, who oh a ay 
high marginal propensity to consume. 

The Islamic system of taxation must ensure that only the 
rich and the prosperous who have enough to spare bear the main 
brunt of taxation. Probably, it is for this reason that incomes are 
not taxed at the source or as they accrue but it is ad, the savings 
or hoardings which are taxed. 

(d) Revenue Policy towards Non-Muslims. Kal Veleuiteis State 
is, in fact, bound to treat the Muslims and the non-Muslims on 
different footings in so far as revenue-collection is concerned. If 
the Zakat revenue is collected from the Muslims and spent on the 
welfare of the poor Muslims and non-Muslims, we find no harm in 
collecting a certain amount of revenue from the non-Muslims. 
Herein lies the justification of collecting Jizyah and Kharaj tax 
during financial administration in early Islam. Even in modern 
times this question of different revenue policy towards = 
Muslims does not appear to be unworkable. If only the Mus! 
are required to pay a certain amount of tax to:the ¢ 
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of transferring wealth from the Muslims to the non-Muslims. 
may have a prosperous trade and commerce at the cost 
Muslims. Judged by any standard of justice and equity, thi 


not stand to universal principle of social justice, 
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does not recognise any distinction between religious and tempora} 
affairs. They are the obverse and the reverse of the same Coin, 
Like Zakat, Kharaj and Jizyah have also the sanction of either 
the QOur’anic injunctions or the Prophet’s Sunnah behind them 


and thus the imposition of these taxes is ev idently a religious agy 
from the point of view of the Islamic State. 


2. Budgetary Policy 


(a) Budgetin Early Islam. Before making an attempt at formy. 
lating a budgetary policy inthe Islamic State we m ay have a look 
on the budgetary system in early Islam. The budget of the time of 
the Holy Prophet was quite, simple and not as complex as the 
modern budgeting system. It is partly because the socio-economic 
conditions have changed fundamentally and partly because the 
Islamic State, founded and run by the Holy Prophet, began in the 
first year of the Hijrah with only a few streets of the small city 
of Medina. Though within a span of ten years when the Prophet 
breathed his last, the whole of Arabia and parts of Southerp 
Palestine and Iraq were under his jurisdiction, yet budgets were 
notcomplex. The income of the State varied from year to year and 
even from day to day. Different parts of the State used to send 
certain amounts of their revenues after meeting their own ad: 
ministrative and other expenditure. For instance, the localities in 
Palestine (of Jarba and Adburah) had each engaged to pay an- 
nually 100 dinars (Ibn Sa‘d, and others). The port of Aylah, on the 
gulf of ‘Agabah, paid 300:dinars every year (Ibn Sa‘d, Magrizi), 
The region of Najran, in the Yemen, sent in 2000 garments every 

year (each garment valuing one ounce of gold). But we'possess 
greater details regarding later epochs, especially the Abbasid 
Caliphate, for which even the budget notes for the whole empire 
have been published, for instance, by Von Kremer in several of 
his German writings. These refer only to income, yet they are in- 
teresting in the sense that we know nothing about contemporary 
Europe, the empire of Charlemagne, far instance, who is said to 
have exchanged embassies with Haran al-Rashid. 

As a matter of fact, the Bait-ul-Mal did not receive the gross 
income of the Kharaj lands and alms-tax from the provinces but 
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only surplus remaining after the cost of all IOC services a pay 


of the military had been deducted. 
How the income of the Bait-ul-Mal was sidgintthy sieve 


may be gathered from the budgetary estimates for the year 306, 
which have been preserved. The main items of public expenditure 


were as follows : 
(a) On the holy cities (Mecca and Medina Pia aR? 8) 
| | 315,426} 


, and pilgrim routes thereof) 
(d On the frontier parts A EA ISS. 
4 Stipends of Qadis in the empire 56,599 
(d) Police officers and magistrates in the a9 
empire 34,439 
79,402 


(e) Officers of the barid (posts) 
The total cost of these public undertakings and other ex- 


penditure was less than one million dinars, while the expendi- 
tore on the royal household, the minor officials in Government, 
Diwans, the security police at the capital, and other items account- 
ed or over” 14} million dinars. In fact, the objects on which 
public m money was spent, and with which the public treasu 
dealt, were comparatively few and they differed with time and 
circumstances. wesres 
“From the above analysis at least two things are clear : (a) 
Daring early Islam the basis of budgeting was, probably, ‘the 
Nd nich determined the amount available for expenditure. 
This was oer , however, not true in the case of emergency budgets due 
for ‘or other natural calamities for which special ea 
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does not recognise any distinction between religious and tempora) 
affairs. They are the obverse and the reverse of the same cojp 
Like Zakat, Kharaj and Jizyah have also the sanction of either 
the Qur’anic injunctions or the Prophet’s Sunnah behind them 
and thus the imposition of these taxes is evidently a religious act 
from the point of view of the Islamic State. 


2. Budgetary Policy 


(a) Budget in Early Islam, Before making an attempt at formu. 
lating a budgetary policy inthe Islamic State we may have a look 
on|the budgetary system in early Islam. The budget of the time of 
the Holy Prophet was quite, simple and not as complex as the 
modern budgeting system. It is partly because the socio-economic 
conditions have changed fundamentally and partly because the 
Islamic State, founded and run by the Holy Prophet, began in the 
first year of the Hijrah with only a few streets of the small city 
of Medina. Though within a span of ten years when the Prophet 
breathed his last, the whole of Arabia and parts of Souther 
Palestine and Iraq were under his jurisdiction, yet budgets were 
not complex. The income of the State varied from year to year and 
even from day to day. Different parts of the State used to send 

certain amounts of their revenues after meeting their own ad: 
ministrative and other expenditure. For instance, the localities ip 
Palestine (of Jarba and Adburah) had each engaged to pay an- 
nually 100 dinars (Ibn Sa‘d, and others). The port of Aylah, on the 
gulf of ‘Aqabah, paid 300:dinars every year (Ibn Sa‘d, Magrizi), 
The region of Najran, in the Yemen, sent in 2000 garments every 
year (each garment valuing one ounce of gold). But we’possess 
greater details regarding later epochs, especially the Abbasid 
Caliphate, for which even the budget notes for the whole empire 
have been published, for instance, by Von Kremer in several of 
his German writings. These refer only to income, yet they are in- 
teresting in the sense that we know nothing about contemporary 
Europe, the empire of Charlemagne, far instance, who is said to 
have exchanged embassies with Hariin al-Rashid. 

As a matter of fact, the Bait-ul-Mal did not receive the gross 
income of the Kharaj lands and alms-tax from the provinces but 
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only surplus remaining after the cost of all local services and pay 
of the military ‘had been deducted. 

How the income of the Bait-ul-Mal was normally expended 
may be gathered from the budgetary estimates for the year 306, 
which have been preserved. The main items of public expend iture 
nere as follows : : | 

(a) On the holy cities(MeccaandMedina = 

and pilgrim routes thereof) 315,426} 

(b ) On the frontier parts 491,465 

- (c) Stipends of Oadis in the empire 56,599 

 (@) Police officers and Diapistrstes i in the ag 
a “empire 34,439 
-_ (¢) Officers of the barid (poste) 79,402 

The total cost of these public undertakings and other ex- 
enditure was less than one million dinars, while the expendi- 
tore on the royal household, the minor officials in Government, 
Diwans, the security police at the capital, and other items account- 
ed for over 14} million dinars. In fact, the objects on which 
public money was spent, and with which the public treasu: 
aoe comparatively few and they differed with te and 
a ces. Lb “eu 
i “From the above analysis at least two things” are clear: ive 

uring early Islam the basis of budgeting was, probably, the 
enue which determined the amount available fc for expen nditure. 
b owever, not true in the case of emergency. udg ts due 
r other natural calamities for which spec cial financial 
were evied or contributions invited, (b) Budgeta 


was note 160) " tele as there was then no c 

growth in the mode1 ftheterm. 7 Aare : 
_ Now he ¢ ues ie OL saya of budgetary policy 
modern Islamic $ tate ad ans ont (tie Snes 
No doubt, the c et tsar get wa oF 
robably, he | pre ose ee Even toda: ay it is 
me of ial or hodc cy t that | th 

ational: bude et Shisiaataiwi s be balan d. A budget is said 
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is the expenditure which exceeds revenue 

(6) Whal Modern Budget Means. Not only in early Islamjp 
period, in the recent past, the scope of the budget was So narrow 
and limited that when the budgeted sums were spent, the author; 
ties concerned considered their task complete. Today the em. 
phasis is not placed on the mere act of spending money; it jg 
found in the relationship between expenditure and fulfilment of 
plans, because planning and budgeting are considered to be com. 
plementary operations. Thus the ‘‘modern budget is a comple, 
mixture of plans and projects which have to be carried out in the 
near future with the twofold purpose of increasing and improving 
on the future management of public affairs as well as eliminating 
the. existing difficulties and obstacles on the path of the conte § 
economic growth,’’ 


But the modern conception of a multiple budget, including 
capital budget, has raised 


both the income budget and the 
a fundamental question—the question whether the capital budget 
should be balanced or not, irtues of a balancec 
budget under the circumstances are no longer believed in and 
deficit financing has come to be accepted as one of the most potent 


Ihe supposed virtues of a balanced 


instruments for fighting a depression, whether cyclical orchronic 
(c) Lslamic State and Modern Budget. Modern Islamic States 
g with; 


will have to accept the modern conception of budgeting witha 
fundamental contrast with regard to the handling of budget de- 
ficit. Ihe Islamic States of today must start with the indispen- 
sable expenditure and proceed to find ways and means either by 
rationalisation of tax structure or by taking loans from the bank- 
ing system or from abroad. 

Time was when the problem of economic growth, especialls 
the problem of unemployment, the problem of population and, 
above all, the technological and industrial dominance and the 
consequent exploitation of the backward regions by the Imperial- 
ists, was not in existence during the early Islamic period. But 
gone are those days, The Muslims, despite their numerical strength 
and geographical distribution all over the world, are today, by 
and large, a poverty-stricken people—a people who are mostly 
subject to exploitation. From Morocco to Indonesia and from 
Mauritania to Malaysia without exception all countries possess 
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vast natural resources and rank amongst the world’s most impor- 
tant erowers of primary commodities end producers of mineral 
geaith. For instance, 80°2 of world’s jute grows in Pakistan 

Eeypt is emongst the largest of the world’s cotton-growers; 


three-fourths of world’s supplies of oi! come from the Arab world ; 
[ndonesia and Malaysis meet the world’s major requirements of 


tin end rebber. 

(é) Deficit Budget and Foreign Exchange. Obviously, for 
exploitation of these vast natural] resources of the Muslim States 
what is required is a huse public expenditure for which deficit 
fnancing Is a must. Since interest is prohibited on loans it is the 
appropriate time to form a Development Bank of the world of 
Islam on the mode! of LB.R.D-. by pooling the resources of the 
Muslim world to be supplemented by grants, aids, loans 
fom the World Bank, I.D.A., Asian Development Bank, 
aod other friendly Governments. (We have developed this idea 
in Chapter 1X) Thus if the growth-oriented budgetary policy is 
pursued by individual Muslim States, foreign exchange require- 
ments of the budget may largely be met from interest-free loans 
from this Bank, like I.D.A., even if foreign exchange réquire- 
meats are not fully met by this Pan-Islamic Development Bank 
ot Pan-Islamic Mutual Aid Fund, as we call it. Two paths are 
open to us, Firstly, we may try to persuade foreign investors to 
invest on p basis without any political strings. Second-— 
ly, we may take loans from abroad on payment of interest. With . 

ir Ap Bes second point I am definitely entering into a con- 

agree to differ with me but the fact D Ss 
ah hase Phe our religious injunctions on the non- 
aot y this is obviously against the spirit of Islam. So- 
exchange becomes absolutely essential, we are to. 


pacha ints on payment of interest on a1 
This is simply for our survival in this world of conflict an 


petition. We think it is permissible for the Islamic Sta 
interest transactions with a non-Muslim. neighbouring | 
reprisal to the same extent as are levied by the latter. 
rtiga of C: iph ‘Umar trade was free but the intr 
customs ities and tolls owes its origin to the | ' 
neighbouring countries with which the Islamic State b Z 
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mercial ,dealings persisted in levying duties on the Muslim 
traders. When Abad Musa Ashfari reported this fact to Caliph 
measure, the Harbis 


‘Umar he ordered that, as a reciprocal 
should be charged the same rate as was being collected from the 
Muslims, ie. 10%. Where the duty levied by the Harbis was not 
known, the same ‘rate, 10%, was prescribed. In fact, on the basis 
of the principle of reciprocity, we find no harm in taking loans 
for the welfare of the masses on payment of interest. This type 
of lending is, we are of view, not inconsistent with the spirit of 
Islamic values of life. This is, in a nutshell], the way by which 
foreign exchange requirements of growth-oriented budgets can 


be met. 
(e) Internal Revenue. So far as the mobilisation of internal 


loans from the banking system, is con- 


resources, including 
the masters of their 


cerned, the Muslim States are, we believe, 
own affairs. In the Islamic socio-economic set-up, banks must 
act as partners of trade, commerce, industry and development 
plans, A happy fusion of financial experience of the banks and the 
investors’ knowledge of investment and business must be made 
in order to achieve true social justice and universal brotherhood 
of. man. We have already seen that during the early Islamic 
period Zakat and Sadaqah revenues formed the principal sources 
of income. Obviously, in modern times, these revenues cannot 
meet the requirements of modern growth-oriented budgets in an 
Islamic State. There is a clear necessity for imposing new items 
of taxes specially on the richer section of the community in the 
interest of progress and social justice. The tradition is clear on 
it : “‘There is always due besides Zakat.”’ Thus the Holy Prophet 
(peace and blessings of God be upon him) commends and com- 


mands socially beneficial expenditure. He said, ‘‘Riches should 
be taken from the rich and returned to the poor’ (Bukhari, 8). 


And there are those 
Who bury gold and silver 

And spend it not in the way of 
God : announce unto them 

A more grievous penalty (ix. 34). 


resources by a few self-seeking millionaires. God enjoins, upon 
the wealthy to keep wealth in a state of circulation, as the Holy 
Qur'an says, “in order that it (wealth) may not merely make a 
dircuit between the wealthy among you’’ (lix. 7). Hence the 
necessity of more and more progressive taxation and public €x- 
penditure, and this policy will have to be reflected in the budget- 


ary policy of an Islamic State. 


3, Modern Trends in Budgeting—Concept of Programme 
and Performance Budgeting and Muslim States 


In recent years, a number of new approaches to budgeting 
have been developed in an effort to help the developing countries 
in their capital expansion programmes. Some countries are pre- 
paring consolidated cash budgets as supplementary to conven- 
ional budgets which furnish useful information on money flows 
and basis for short-run estimates of the effects of Government’s 
fiscal operations, Again, a number of countries, specially Scandi- 
paylan countries, have adopted two budget systems—the operat- 


ing or current budget and capital budget. 
It was an attempt at reconciliating the apparent conflict be- 


tween balanced budget and financing of large capital outlays by 


borrowings. In) the capital budget system, capital outlays are 


) covered in the capital budget, whether expenditures are on self- 
liquidating, return-yielding projects. The budget system in Pakis- 


tanalso follows the distinction between capital budget and revenue 


budget. But what isneeded is the effective budget classification to 
make it more meaningful in economic terms, It is gratifying to » 


~~ 


a 


know that the Budgetary Reforms Committee in Pakistan has . 
recommended for the adoption of economic-cum-functional classi-. _ 
ication as developed by the United Nations. This is needed 


in Pakistan to establish a link between budgeting system, anduai 
» ase 


fiscal policy, 

Finally, in modernising the budgetary system, the new con- 
ept of programme. and performance budgeting is gaining popu- 
laity, specially in the United States. Traditional budget placed . 
«phasis on the objects of expenditure, programme budgeting» 


iS a grievous 


it is clear that there 
on defining national purposes and achieving public objectives, In 


319 


Jeo 


Krom the above verse 
punishment in store for those who abuse their riches to the detri- 


Islam views with disfavour the monopoly of 


ment of society. 
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performance budgeting we find the shift in emphasis from meang 
of accomplishment to accomplishment itself. Mr G.N. Jones in a 
recent article has observed: ‘Under a performance budget: ystem, 


the work programme is developed according to functions and 
activities in terms of expected accomplishments. Under the 
traditional budget system, the work programme is developed 
according to ‘objectives of Expenditure,’ Such as personnel Sere 
vices, materials, and supplies and equipment in the terms of the 
means of accomplishment. The most important characteristic of 
performance budgeting is the shift in emphasis from the means 
of accomplishment to the accomplishment itself. 
‘“‘A performance budget system treats budgeting 
management and not that of finance. The utilization of financial 
resources takes precedence over financial accountability. The 
budget is tied directly with the executive and becomes one of his 
principal tools for management.’’3 
It is true that the Budgetary Reforms Committee of Pakistan 
has recommended for formulation of budgets on a programme and 
performance basis. Several attempts were and are also being made 
to modernise the accounting and budget procedures, training of 
personnnel, etc. But we feel that Muslim countries in general and 
Pakistan in particular are not mature enough to formulate their 
budgets on programme and performance basis, Though several 
developing nations like the Philippines and some Latin American 
countries have been receptive to this new budgetary reform, yet 
we have noconclusive proof to show that they have been a success, 
Performance budgeting would make it necessary to evolve a 
system of work measurement and to calculate the unit cost of 
each type of governmental activity. But the work done in Govern- 
ment departments is so complex and varied in nature that itis 
very difficult to work out a coramon measuring rod for all types 
of activities. Certain types of work may not even lend themselves 


as a tool of 


to quantitative measurement at all. 

Since work measurement and determination of unit cost are 
highly technical jobs requiring a thorough knowledge of and 
techniques of work wee time-and-motion 


experience in the 
essful programme and performance budgeting 


study, etc., a stucc 


NIPA Journal, March 1967 
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jn Muslim countries can be installed only when there exists a 
solid administrative infra-structure with a glaxy of trained 
accountants, economists, planners and other technical persons. 
In Muslim States like Pakistan, Iran, Iraq, Indonesia, there is an 
accute scarcity of such trained personnel and their administrative 
infra-structures are also not that solid. We, therefore, do not feel 
encouraged to suggest that the budgets of the Muslim countries 
should be formulated on programme and performance basis in 
the short run. Of course, this type of budgeting may be introduc- 
ed in well-planned stages, depending on the nature of economic 
development of respective Muslim countries. 


4. Summary and Conclusion 


(a) Fiscal Policy. Unlike other religious books, the Holy 
Qur'an is probably the only one which has laid down very pre- 
clous commandments as to the policy of the State regarding 
expenditure of State income. The Qur’an points out the items on 
which Zaka@t revenue can be spent. Zakat revenue which is to be 
collected only from the Muslims can be used for the welfare of 
the non-Muslims also. 

Instead of accumulating wealth in the hands of a few, Islam 
pleads more and more expenditure. But Islam not only discour- 
ages but condemns extravagance, Hoarding is equally condemned, 
because it keeps wealth out of circulation. The Islamic law of 
inheritance is another step towards the diffusion of wealth among 
various sections of society. Obviously, the taxation system in the 
Islamic State must be guided by the principle of benevolence and 


care for the have-nots. 
The silence of the OQur’an as to the rates of Zakat to be 


charged on different articles belonging to the Muslims may be 

interpreted as great elasticity of the Islamic system of public 
finance and taxation. As the socio-economic condition has chang- 
ed fundamentally, there is no reason to believe that items taxed 
and rates charged were meant to be unchangeable with the 
changing circumstances as the door of ljtihad is never closed in 
Islam. There is need for rationalisation of the rules of Zakat as 
Hadrat ‘Umar is reported to have brought about certain changes 
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in details of '‘Zakat, 


Judged by the principle of benevolence and care for the 
have-nots the modern method of revenue-drawing through in- 
direct taxation comes under fire because incidence of this heavy 


tax falls mainly on the shoulders of the poor as they are general- 
ly imposed on articles of necessaries of life, In this sense, they 
are often regressive in character. } 

As Islamic State is, in fact, bound to treat the Muslims and 

the non-Muslims on different footing in so far as revenue collec. 
tion is concerned. If only the Muslims are required to pay a cer- 
tain amount of tax to the exclusion of the non-Muslim subjects 
of the State, there is a chance of transferance of wealth from the 
Muslims to the non-Muslims who may have a prosperous trade 
and commerce at the cost of the Muslims. This is unjust. Hence 
the necessity of differential treatment. 

In fact, if we look to the spirit of financial administration of 
the Holy Prophet there is not the least difficulty in concluding 
that the Islamic law of public finance has great elasticity for 
expansion to meet the requirements of the modern age. 

(6) Budgetary Policy. Owing to the complexity of moderniife 
resulting from the onward march of human civilisation, there is 
need for changing the emphasis from orthodox balanced budget- 
ary policy to growth-oriented budgetary policy. In an Islamic 
State the basis of budgeting is no longer the revenue which would 
determine the amount available for expenditure. It is the indis- 
pensable expenditure which should form the basis of budgeting 
in the Islamic State. 

Obviously, the need for deficit financing and loans from 
abroad can hardly be overestimated for the exploitation of the 
vast resources the Muslim States of the world have. As a mark 
of economic co-operation among the Muslim States like R.C.D), 
it is proposed to establish a Pan-Islamic Development Bank or 
Pan-Islamic Mutual Aid Fund as we call it on the model of 
{.b.h.D. If established, this may solve the problem of getting 
t-free foreign exchange to aygreat extent, Pakistan: being 


iInterest- 
the largest Muslim State of the world may take a lead ‘in it) Islam 


has faced the challenge of time. 
Since interest is prohibited in Islam, attempts shouldbe 
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made to persuade foreign investors to invest on partnership 
basis. If this is not at all possible, we think it is permissible for 
an Islamic State to have interest transactions with non-Muslim 
States on the principle of reciprocity. In fact, the Islamic budget- 
ary system is different from the existing system followed in the 
modern States both in its spirit and essence mainly for two 


reasons : 
(t) Tyranny of interest is the least in the case of Islamic 


budgetary system. 

(ts) Objectives of the budgetary policy must be consistent 
with injunctions of the Holy Our’anor the Sunnah. People 
are not at the mercy of the so-called financial wizards of 
the State. 

(c) Modern Trends in Budgeting. In recent years, a number of 
new forms of budgeting have been developed, of which program- 
me and performance budgeting is the most important. Since the 
performance budgeting system is exceedingly complicated and 
rests on the complicated system of cost accounting, a successful 
programme and performance budgeting in Muslim countries in 
general and Pakistan in particular can be installed only when 
there exists a solid administrative infra-structure with a galaxy 
of trained accountants, economists, planners and other skilled 
hands. Programme and performance budgeting should, therefore, 
be introduced in Muslim countries in well-planned stages. 
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pLANNING AND DEVELOPMENT IN ISLAM 


Planning in Islam - 
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Say : Allah is the Creator of all things, and He is the One. the 
Supreme. 

Fie sendeth down water from the sky, so that valleys flow 
according to their measure, and the flood beareth (on its surface) 


swelling foam—from that which they melt in the fire in order to 
make ornaments and tools riseth a foam like unto it—thus Allah 
coineth (the similitude of) the true and the false. Then, as for the 
foam, it passeth away as scum upon the banks, while, as for that 
whi h is of use to mankind, it remaineth in the earth. Thus Allah 


coineth the similitudes. 
—al-Our dn, xiii. 16-17 


It is the predicament of our age that we realise that planning 
is necessary, but also know that wrong planning may be disastrous, 
It has always been open to question how far institutions can foster 
religious experience . .. but now mankind is engaged in a life and 
death struggle for civilization, even the engineer realises that 
society is rooted in deeper layers of human soul than he ever 


thoucht., 
Karl Mannheim, Diagnosts of Our Time 


1. Economic Planning in Islam 


(a) Jis Meaning. Economic planning in Islam seems to provide 
arealisable synthesis of planning by inducement and’ planning 
by direction, Various injunctions of the Holy Qur’an and the’ 
Sunnah have confirmed it, although no evidence has been found to 
indicate any systematic treatment of the subject. However, we 
all know that Islam stands for a happy blending of spiritual and 
material values of life. Therefore, worldly occupations are recom- 
mended again and again both in the Our’an and the Hadith. The 


Our’an says : 
When the prayer is finished, 
Then disperse 


Ye through the land 
And seek the bounty of Allah (xii. 16). 


Modern planning is nothing but the utilisation of this “‘bounty 
of Allah” in a systematic manner to achieve certain objectives 
keeping in view the changing needs of the community and values’ 
of life. In a wider sense planning refers to the preparation of 
schemes for any and every economic activity. As Professor Robbins: 
has observed, all economic life involves planning. The con-— 
sumer spending his income and the producer deciding what to’ 
produce are all planning. But we cannot accept this view mainly 
cause of the fact that there are more than one individual’ 
involved i in planning. The different plats may come into conflict” 
with each other resulting in disorder and economic chaos, ‘and! 
this chaos may lead to wastage of resources, But the Qur'an has’ 
condemned all wastages of resources, human and material. There 
fore, the modern conception of planning which should ‘be under- 
stood in a restricted sense is recognised in Islam, ‘because s suc. 
planning implies best possible exploitation of resources which 
has provided for man’s subsistence and comfort. Needless 
mention that all original resources of wealth—the sun, ‘the me 
the stars, the earth, the clouds that. bring rain, , the winds 
drive the clouds and carry the pollen, all phenomena of Nat 
are the gift of Allah to the whole of mankind. There are twe ‘ 
of utilisation of “this gift of Allah”. One way is pla nin 
direction and the other planning by encouragement. In co 
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Say : Allah is the Creator of all things, and He is the One, the 


Supre me, 


Fle sendeth down water from the sky, so that valleys flow 
according to their measure, and the flood beareth (on its surface) 
swelling foam—from that which they melt in the fire in order to 
make ornaments and tools riseth a foam like unto it—thus Allah 
coineth (the similitude of) the true and the false. Then, as for the 
foam, it passeth away as scum upon the banks, while, as for that 


which is of use to mankind, it remaineth in the earth. Thus Allah 
coineth the 
—al-Our an, xiii. 16-17 


It is the predicament of our age that we realise that planning 
is necessary, but also know that wrong planning may be disastrous, 
It has always been open to question how far institutions can foster 
religious experience... but now mankind is engaged in a life and 
death struggle for civilization, even the engineer realises that 
society is rooted in deeper layers of human soul than he ever 


similitudes. 


thought. 
—Karl Mannheim, Diagnosis of Our Time 


1. Economic Planning in Islam 


(a) Its Meaning. Economic planning in Is]am seems to provide 
grealisable synthesis of planning by inducement and planning 
by direction. Various injunctions of the Holy Qur'an and the’ 
Sunnah have confirmed it, although no evidence has been found to’ 
indicate any systematic treatment of the subject. However, we 
all know that Islam stands for a happy blending of spiritual and 
material values of life. Therefore, worldly occupations are recom- 
mended again and again both in the Our’an and the Hadith, The 
Qur'an says : 

When the prayer is finished, 


Then disperse 
Ye through the Jand 
And seek the bounty of Allah (xii. 16). 


Modern planning is nothing but the utilisation of this “‘bounty 
of Allah” in a systematic manner to achieve certain objectives’ 
keeping in view the changing needs of the cOmmunity and values’ 
of life. In a wider sense planning refers to the preparation of 
schemes for any and every économic activity. As Professor Robbins. 
has observed, all economic life involves planning. The con-' 
sumer spending his income and the producer deciding what to” 
produce are all planning. But we cannot accept this view mainly’ 
because of the fact that there are more than one individual» 
involved i in planning. The different plans may come into conflict” 
with each other resulting in disorder and economic ‘chaos, , and! 
this chaos may lead to wastage of resources, But the Qur’an’ has. 
condemned all wastages of resources, human and material. There-" 
fore, the modern conception of planning which should be under- 
stood in a restricted sense is recognised in Islam, ‘Decause ‘such 
planning implies best possible exploitation of resources whi ch God 
has provided for man’s subsistence and comfort. “Needless 
mention that all original resources of wealth—the sun, the “moon, 
the stars, the earth, the clouds that bring rain, the winds tha 
drive the clouds and carry the pollen, all phenomena of Ne e— 
are the gift of Allah to the whole of mankind. There are tw sini) 
of utilisation of “this gift of Allah’’. One~ way is planning g 
direction and the other planning by encouragement. ‘In communi 
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countries we find planning by direction. In this approach, the 
problem of finding resources is approached from the standpoint 
of estimating resources for achieving predetermined targets of 
national income, employment and production. Here all! the 
resources of the community are regarded as available for being 
pressed into development work. This necessarily means the impo- 
sition of extensive controls in order to direct all resources into the 
desired channel for achieving the prescribed targets. This approach 
of planning is based on the materialistic interpretation of history 
and the economic theory of exploitation. This type of planning is 
foreign to Islam because of its faith in private ownership, indi, 
vidual freedom and democracy. 

Moreover, Islam does not believe in Marx’s materialistic inter- 
pretation of history. The Qur’an recognises the diversity of capa- 
cities and talents, which in itself is beneficent, and, consequently, 
in diversity of earnings and material rewards (iv. 33). It does not 
approve of a dead-level equality in the distribution of wealth, as 
that would defeat the very purpose of the diversity and would 
amount to denying the favour of Allah (xvi. 72). Therefore, in the 
Islamic State the problem of finding resources should be approached 

from. the standpoint. of estimating the maximum amount of re- 
sources which the community will be willing to devote.to develop- 
ment either through public or private saving. This does not 
necesarily mean that Islam believes in planning by inducement 
only. If need be, the Islamic state may direct all resources— 
physical and human-—-toward the benefit of the community asa 
whole, as is apparant from the early history of financial adminis- 
tration of Islam when, beginning with persuasion and recommen- 
dation, duties were enforced with all the power that society could 
command, This was true of Zakat. The history of Islam records 
many incidents where the State enforced payment of Zakat and 
the Caliph Aba Bakr waged war against those who defaulted in 
the payment of Zakat, Again, private ownership is recognised in 
Islam. But the Sharj‘ah of Islam lays down that the owner of the 
property must discharge his social responsibilities in a manner 
consistent with the injunctions of the Holy Our’an and the Sunnah, 
otherwise the State can intervene and deprive him of ownership. 


The Caliph ‘Umar is said to have taken back some of the land 
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which the Prophet (be peace on him) had given to Bilal ibn al- 
Harith. 

_ All these instances bear ample testimony to the fact that 
planning in Islam relied largely on individual initiative while the 
State took upon itself the dual role of a brake and an accelerator. 
Thus, Islam seems to provide the best realisable synthesis of the 
two opposites ; incentive to work is retained by recognising the 
restricted private ownership of property and perfectly socialistic’ 
eflects are produced by providing compusory distribution of excess 
of income and property. The structure of the Islamic economy is 
capitalistic in outline though largely restricted by socialistic insti- 
tutions, 

_In fact, co-operation between public and private sectors is the: 
basis of economic planning in Islam, In case of failure of co-opera>. 
tion the State can intervene in order to achieve the encialroRiddo 
tive of planning, 

_ (0) Objectives. We have already mentioned that the BRFSS ) 
economic planning is done to achieve certain objectives. ‘*The. 
theoretical reason for a statement of objectives is that it defines, 

ends from which choice of criterion can be derived. In this way 
value judgment can be made by responsible leaders at the begin-. 
ning of the planning operations and remainder of the planning™ 
work can be turned into a merely technical process of deciding | 

ad applying criterions that select the set of actions which will, 

best serve the selected objectives.” ne seal 
Thus what is a beneficial objective to the community depends, 
on the conditions of that community at a particular time andy 
sin of life. Therefore, the objectives of modern planning vary) 
from State to State, Islam maintains a balance between exaggerat-\ 
ed “opposites”, No doubt, objectives of economic planning in 
Islam ¢ are relative to the needs of the community and this changes | 
with the, changing circumstances subject.to the injunctions of the ; | 
Holy Qur'an and the Sunnah. The soundness of the I per 
Islamic planning will be judged by the principle of beneficence 
e for the have-notes, Let: us, for instance, look at the objec 
of the prospective planning in Pakistan (1965-85). The Planning, 
incon, has, however, recognised that various objectives of; 
prospective planning can, toa degree, be inconsistent with each. 
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other, The objective of quaudrupling the national product in 
twenty years may come in conflict, not only with the goal of full 
employment, but also with regional balance. No doubt, the recon- 


ciliation of the objectives constitutes a considerable challenge to 
the planners. But a careful analysis will reveal the fact that the 
ultimate objects of planning in Pakistan are to improve the leve] 
of living of the people and to care for the have-nots, This has 
been clearly emphasised in ‘the socio-economic objective of the 
Fourth Five-Year Plan of’ Pakistan. Therefore, our objectives of 
planning are consistent with the Islamic values of life. Because, 
planning in Islam must move towards a viable synthesis between 
the claims of economic growth and social justice through the 
pursuit of pragmatic policies; consistent with the spirit of Islam. 
Many subsidiary objectives may be formulated from these basic 
objectives. Of course, there might be a conflict between various 
objectives under the Islamic framework of planning. But in all 
cases, a balance will have to be sought between various interests, 
and the predominant intention would be'to promote benefits and 
prevent harm. The noted jurist Ibn al-Oayyam says: 

If-one contemplates over the laws which the Almighty or- 
dained for His creatures one finds that they are all designed to 
ensure a balance of benefits'and that where there is a’ conflict 
preference is given to the more important. as against the less 
important. The laws also seek to prevent. the infliction of harm, 
but where harm is inevitable, the lesser of evils is preferred, 
These are the principles implicit in the laws of Allah, which 
eloquently speak of His wisdom and compassion. 

Therefore, the planners in an Islamic State must keep in view this 
basic principle in formulating the various objectives of planning, 
Let us now take up the principle of execution of planning. | 
Execution of Planning. For achieving the objectives of economic 
planning in Islam we are to depend on the universally recognised 
principles of Shiradkat (i.e: co-operation). That is, the execution’ 
of planning will be made through the participation of public and 
private sectors on partnership basis. This will, we are sure, work 
through the application of the eternal principle of Mudarabah, 
where labour and capital can be combined togetheras partners. It 
is not merely a partnership in the modern sense of the term. It is” 


something more than this because Islam has provided a code of: 
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economic ethics. This code will have to be adhered to when the 
principle of Mudarabah is put into practice. Industrial, commercial 
and a ricultural projects within the framework of planning can 
be worked on this principle combining the various units of pro- 
eae The income resulting from such enterprises can be shared 
roportionately after deducting all the legitimate expenses. There 
is iti le chance of loss in the Islamic system of planning. Because, as 
aresult of co-operation between the public and the private sectors 
there will be more chances of healthy investment, pushing ‘the 
march of economic progress ahead. There will be also less possi- 
bility of depression under such a system of planning. If depression. 
takes place owing to some other reason, the Islamic system will 
be better suited to face the situation than that of the capitalis-. 
tic stem of planning, because the fixed rate of interest which’ 
retards the Tecovery of depression will not be allowed to exercise 
its t tyrannical influence on employment and production. oe 
the ¢) Method of Financing. The question of execution of a ‘Plan’ 
is vita ly ‘connected with the question of finding financial re-" 
sources, So far as the method of financing is concerned there is an 
ent of similarity between the Islamic and modern planning 
but the ir difference lies, not only in its emphasis, but also in its’ 
way - of utilising the resources. bea are usually a number ‘of - 
Site raising resources and ‘achieving targets, the two funda ae 
mental sources of finance, being internal or domestic tagalltided? 
and foreign assistance, |!” Oty mae 
veal Internal Finance. The internal finance may ‘take ‘two! 
forms: private s saving and public’ saving. qea.5¥ x9 Dow, ame 
io Private Saving. Tn underdeveloped Muslim ‘countries it?4g? 
difficult to increase the volume of current domestic. saving part: | 
ly because of low incomes ‘and partly because of increased “desire 
for ‘consumption® inthe form of! luxury imports “or “sumptuous 
ceremonials, etc. Much can ‘be ‘done by encouraging its investm 
in the field’ of greatest urgency’ ‘and production. Unlike’ mo dern” 
plannin , in Islamic planning strategy’ saving can be 8 
with economic development’ not through the differential ‘rates o 
interest but through co- “operation. No doubt, niggardliness 142 
condemned i in the Qur'an (iv. 38). The other extreme, é xtravas” 
gance, i is equally’ condemned. Even when givingto, or sharing’ with - 
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others, a person should not go so far as to render himself in turp 
an object of charity (xvii, 30). Therefore, when unnecessary con- 
sumption retards the process of economic development, the 
Islamic State can intervene to control such consumption and 
direct control of investment policy. 

Public Saving, Again, where private saving is insufficient 
much can be done by adopting the policy of progressive taxation 
which is always regarded as an important method of financing a 

ed in 


development plan. Raising revenue by taxation is justifi 
Islam. The Hadith says; ‘‘There is always due ie Zakat.”” 


But in Islamic planning undue emphasis on indirect taxes cap 
hardly be justified. The fundamental point which is to be borne 
in mind, in order to better appreciate the nature of taxation in 
Islam, is to understand double sanction, spiritual and temporal, 
behind Government taxes in the Islamic State. Both these aspects 
are welded together to create an equilibrium in man with his com 
plex nature. Ihus, as I have already pointed out, objectives of 
planning in Islam must be guided by the principle of benevolence 
and care for the have-nots, Judged by this standard the modern 
system of indirect taxation comes under heavy fire. Because the 
incidence of indirect taxes generally falls on the shoulders of the 
poor, From the point of view of having a progressive tax struc- 
ture direct taxes are certainly much more desirable, If a policy 
of full employment requires a high marginal propensity to con- 
sume, progressive taxation is apparently necessary for transfer- 
ring wealth from the rich to the poor. In many Muslim countries 
we find excessive dependence of the fiscal system on indirect 
taxes. But efforts should be made to introduce an element of 
progressivity in the structure of indirect taxes by exempting cer- 
tain necessaries of life as we find in Pakistan, 

The Islamic system of taxation must ensure that only the 
rich and prosperous, who have enough to spare, bear the main 
brunt of taxation. Probably, it is for this reason that incomes are 
not taxed at the source, but only savings or hoardings. 

(12) Zaka@t. Another unique source of revenue which an Islamic 
State can utilise for financing a development plan is Zakat. which 
cannot be spent in any way an Islamic State may want. It must 
be spent in the way prescribed in the Our’an which says ; “The 
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zakat (i.e, taxes coming from Muslims) is intended nothing other- 
wise than for Muslim poor (fuqara’) ; the poor among the residents 
aliens (masakin) ; for winning the hearts; for liberating the slaves 
and the prisoners of war; for aiding those heavily indebted ; in 
the path of God ; and for the wayfarer. This in an obligation from 
Allah and Allah is Knowing, Wise’’ (xi. 61). 

Keeping in view these items of expenditure on which Zakat 
revenue can be spent, the modern social security schemes and 
social welfare projects of our planning may be financed out of 
the surplus of Zakat revenue. “‘Zakat, if collected in a systematic 
manner, may check the tendency to hoard idle cash resources and 
provides a powerful stimulus for investing idle stocks. This stimu- 
jus gets momentum from the fact that Islam allows profits and 
seeping partnerships in which profit and loss are shared. Some 
have taken Zakat to be a voluntary private charity, whereas it 
isa compulsory tax on saving and property at arate varying from 
23% to 20%. 

(itt) Deficit Financing. Another resource in the public sector 
is deficit financing which means Government’s borrowing from 
the banking system of the country when available resources are 
not enough for financing the development expenditure. What 
makes deficit financing a key variable in underdeveloped countries 
and a major guide to the financial position of the Government 
is the fact that most of the public debt in these countries is held 
by the banks and possibilities of borrowing from the non-bank 
sector are often very limited. Under the Islamic system of plan- 
ning there is no harm in resorting to deficit financing. The only 
fundamental difference from modern planning lies in the fact that 
interest will not under Islamic planning be allowed to exercise its 
harmful affects on production, employment and social justice. In 
the Islamic socio-economic set-up, banks must act as partners of 
trade, commerce, industry and development plans. A happy fusion’ 
of financial experience of the bank and the investor’s knowledge 
of investment and business must be made in order to achievé the 
objects of planning, realisation of which would ultimately lead: 
to a stage of society based on true social justice and er 


brotherhood of man. 
Let us now switch over to the problem of financing dsvélop- 
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ment plans through foreign assistance. 

(tv) Horetgn Assistance, boreign loan/aid is important for the 

plan, not only to bridge:the gap between resources required ang 
available within the country, but also to supply a specific type 
of resources for which no domestic substitute is available, viz. 
foreign exchange. Ihe foreign exchange component of expenditure 
has to be found abroad in foreign loans and grants to the exteng 
that the balance of payments position of the developing country 
does not permit release of foreign exchange for its purpose out 
of its own caraings. It is because of this unfavourable balance of 
payments position aod acute shortage’ol technical know-how, that 
the use of foreign funds becomes particularly important in devel- 
oping States. 

Ihe following systematic attempts may be made for solving 
the problem ‘of foreign exchange of Muslim countries, A system: 
atic policy of promoting exports is recommended. This is not un- 
Islamic, because Islam has encouraged international trade, If one 
studies the history of, commercial law, one would see that the 

enlightened Muslim Moors used to have an immense trade with 
the Levant from Barcelona and other places. Their goods reached 
Indian and Chinese ports and they traded along the African coast 
as far as Madagascar. 
Obviously, for exploitation of the .vast natural resources of 
Muslim States what is required is a huge public expenditure, 
Since interest 1s prohibited on loans it:is an appropriate:time to 
form a Development Bank of the. World of Islam on the model of 
I.Bi:R.D. by pooling the resources of the Muslim world to be 
supplemented by grants, aids, loans from the World Bank, i.D.A., 
Asian Development bank, and other friendly Governments. The 
proposed bank may undertake joint projects, particularly when 
individual Muslim States are not in a position to finance the pro- 
jects. The R.C,D. is a living testimony that joint ventures among 
Muslim States are quite possible. 

We may try to persuade foreign investors to invest on parte 
nership basis without. many political strings. The funds may be 
private;or governmental or may be ‘supplied by inter-govern- 
mental agencies. 

Lastly, we may take loans from abroad on payment of 
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interest, One may differ with me but the fact remains that we can- 
not impose our religious injunctions on the non-Muslims, this be- 
ing obviously against the spirit of Islam. So if foreign exchange 
becomes absolutely essential for ‘the establishment of a just 
society where a viable synthesis between the claims of economic 
growth and social justice is achieved. We are to take loans from 
abroad on payment of interest just 4s wine is permitted in special 
circumstances: Where harm is inevitable, the lesser of the evils 
is to be preferred. Therefore; in the larger interests of society 
iti3a lesser evil to have interest transactions with a non-Muslim 

State on the analogy of the action of the Caliph ‘Umar who per- 

mitted to levy customs duties and tolls on the articles of trade 

of a non-Muslim’ neighbouring State*in reprisal tothe same extent 
as were levied by the latter. This is, in a nutshell, the way by 
which foreign exchange requirements of ce A fehl planning of 

Muslim States can be met. 

(d) Necessity of Planning in Islamic State. Our present discus- 
sion will remain incomplete if. we do not answer a preliminary 
question: “‘Why plan at allin Muslim Counties ?”’ The following 
reasons may be placed on record: 
+» (1) The Muslim States, despite their numierical strength ‘and 
geographical distribution all over the world, are today, by and 

large, underdevéloped, But from Morocco to Indonesia and from 
Mauritania to Malaysiawithout exception‘all countries possess 
vast natural resources and rank amongst the world’s most impor- 
tant'growers of primary commodities and producers of mineraP 
wealth. Obviously, for the exploitation of these vast natural’ 
resources systematically, what is required is comprehensive econo 
mic planning. Pakistan's Perspective —_— (1965-85) is ; the 
right move in the right: direction. us a ons 
(2) The world Muslim population is increasing so ‘rapidly’ 
that it is impeding economic growth of respective Muslim coun- 
tries. The:figures issued by the World Muslim Congress at its 
fifth world meeting in Baghdad in 1962, as amended to date, give 
the estimateat certainly over 600 million, The logic of the circim-" 
stances suggests that an attempt should be made not only ‘to’ 
adjust population growth to resources but also to adjust resources? 
to population, The first. attempt calls for adoption of a compre-? 
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Islamic Economics: Theory and Practice 
hensive population control policy, and the second one a compre. 
hensive economic planning in all Muslim countries 

(3). The Qur’an says: ‘After finishing the prayer, seek the 
bounty of God”’ (xii. 10). Again, the Prophet (be peace on him) 
reported to have said: “‘When you finish your morning prayer, do 
not sleep until you strive for your livelihood.”’ Now, the question 


of earning one’s livelihood in a decent manner depends on the 
Planning not only solves 


opportunities of getting employment. 
the problem of unemployment by bringing a happy marriage be- 
tween saving and investment, but it also faces the ugly problem 
of unemployment by creating new avenues of employment. As 
Professor Benham says, “It is true that planning organisation asa 
whole including all those engaged in obtaining information would 
absorb a considerable proportion of the personnel and other re- 


sources of the community. 
(4) Islam has condemned wastages of all kinds. The Qur'an 


‘‘But waste not; by excess, for God loveth not the wasters 
the chance of waste is the 


Says: 
(vi. 142). In the economic sphere, 
greatest where there is no economic stability. Economic planning 
brings about the required economic stability in the economy, 
whereas a planless society does not. Because here the individual 
enterpriser is guided by his own study of the market conditions. 
This, leads either to overproduction or under-production. 
(5) Islam views with extreme disfavour the monopoly of re- 
sources by a few self-seeking millionaires. The Qur’an says: “In 
order that the (wealth) may not (merely) make a circuit between 
the wealthy among you”’ (lix. 7). Again, the Prophet (be peace on 
him) is reported to have said: ‘‘Riches should be taken from the 
rich and returned to the poor” (Bukhari, 8). Again, he says: “If 
any Muslim has his brother holding a position inferior to him, he 
should let him partake of what he eats and what he wears” 


(Bukhari, 99). 
All these instructions go to prove that Islam looks with dis- 


favour the idea of inequitable distribution of wealth, But it is 
economic planning which does help to secure a more equitable 
distribution of income and wealth. Experience shows that private 
enterprise has failed to bring about an equitable distribution of 
the benefit of economic growth among the different sections of 
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the community. , | 
(6) It follows that planning is of supreme importance for 
avoiding monopolistic exploitation, speculative businesses and 
anti-social wastes of the competitive system. Islam has ‘condemn- 
ed not only monopoly business but also speculative ‘business. 
Thus it is related that the Holy Prophet (be peace on him) said: 
“He who accumulates stocks of grain during the period of scar- 


| city (with a view to profiteering later) is a great sinner’ (Muslim 


and Mishkat). But, unfortunately, the actual course of economic 
development almost everywhere has been to increase the power 
of monopolies, and a monopoly-dominated economic order is the 
go of the capitalistic social set-up. Thus resources are misdirected 
because the monopolist restricts output and employment. Under 
planned economy, the monopolist will lose his power of'artificially 
ae price and restriction of the use of the resources. © | 
_ Lastly, Islam regards war as an abnormal ‘and destructive 
atts which recourse should be had only aS a last resort. 
The Qur'an says: “If aggression were not’ repelled by force, the 
earth would be filled with disorder and all beneficence would dis- 
appear” (ii. 252), Therefore, from the viewpoint of total welfare 
some sort of peace-time preparation for ‘war is necessary to face 
any eventuality. So some kind of planning is necessary even in 
times of peace in order to facilitate an easy transition‘of/a’coun- 
try’s economy to a war basis. Various strategic factors are, for 
instance, ‘taken into consideration in the location of industries 
even in times of peace. So, planning in some form or other is 
necessary not only for peace-time economy but also for war 
economy. It is thus abundantly clear that there is an imperative 
need for comprehensive economic planning in all Muslim: countries 
of the world, True it is that;Gn spite of many: intrinsic: merits, 
the modern planning cannot be carried out without huge bureau- 


cracy with all its evils of red-tapism and’potential threat to per- 


sonal freedom. Yet we feel that planning in an Islamic State will 


be free from the vicious influence of’ bureaucracy for two reasons: 


ai 7) The very basis of Islamic planning is co-operation—a_ 
_ principle which will be applied in all aspects of economic 


activity. The influence of red-tapism of bu) 
' ‘would be the minimum. | NUNC Ts Peal 
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Islamic Economtcs : Theory and Practice 
Economic growth measures the capacity of the economy to in- 
| ; 


(6) The whole conception of planning in an Islamic State j< 
not dependent.on material welfare to the utter negl . 
of|spiritual and moral development: In the Islamic Stat crease the supply of goods and services. So, in other words, it 
all economic problems will have a moral ‘bent means the increase of national income, but both the money cost 
is not much and real cost 1emain unaltered, for, if they increase in proportion 


to the increase in national income, it cannot be called economic 
development in the real sense of the term. Lo | 

_, “To determine whether an economy is a ilevalepred’l one 
or not, we will use three general tests: (1) its per capita income 
must be a fairly high one; (2) the per capita income must be a 
rising one; (3) the rising trend in per capita income must be a 
continuous and self-sustained one.’’ Judged by these tests, 
Kuwait cannot be called a developed country. in spite of the 
fact that her per capita income is well above the level of any 
country of the world. Because this income is the result of oil 
royalties: Similarly, Japan’s per capita income in 1953 (a) was 
less than-half that of Israel, Peurto Rico and Uruguay; (b) was 
considerabJy less than that of Lebanon, Chile, Colombia, Por- 
tugal, Spain, Turkey, and Brazil, and (c) was about equalito that 
of Mexico, Yugoslavia and, perhaps, Costa Rica. And yet, Japan 
is commonly regarded as a developed ‘country, while all these 
others are not. This is because Japan has consistently maintained 
a rapid rate of growth of per capita income’ for every year since 
1868, ; ) ba qf | 4 ii 

So far as this définition is ben décsieal? there is hardly any 
basic difference between Islam and modern connotation of the 


Since under the Islamic scheme of society, there 
room for the capitalist/trinity—sovereignty of the consumers, the 
tyranny of the price,system, and) the quest for the huge profits, 
Planning inp Islam is definitely free from many short comings of 
the modern, planning. 

Concept of Economic Development ; Islam As A 
Lactor of Development 


Ihe superiority of the Islamic concept of economic. develop 


ment to the, modern concept of the term lies'in the fact. that the 
urge ofseconomic development ia [slam comes not only from the 


pe 3 
eternal problem of scarcity and choice but also from Divine in- 
ducement of the Our’an and the Prophet's Hadiths. Before estab- 
lishing this, we may proceed to explain the meaning of the term 
‘‘“Economic development refers to the 


‘‘economic development 
country or region.come to utilize 


process whereby the people of.2 
the resources available to bring,about sustained increase in per- 
capita production of goods and services.’’ Professor Snider. tells 

‘to the long-run or secular, increase 


us: “‘kconomic growth refer 
’ According to Professor W.A,. Lewis, 


in per-capita productivity. 
‘“‘Growthryis taking place if output is increasing per hour of work 


done.’’ In his book Process of Economic Growth, Rostow tries to 


explain economic development in terms of a number of propen- 
sities : the propensity to develop fundamental science; the 'pro- 
pensity to,apply science to economic ends ; the) propensity to 
accept innovations; the propensity to seek material advance; 
the propensity to consume or to save and the propensity to have 


children. These propensities summarise the effective response of 
a society to its environment at any period of time through its 


existing institutions and leading:social group 
As a matter of fact, economic development means increase 
in the fer capila income of the people at a given period of time 


term. If there is aay difference, it may be found in its approach 
and method of handling the problem, This ‘will be clearer if an 
attempt is made to x-ray the basic prerequisites or economic 

oi iin ow 


4 


development. | 
Prerequisites of Growth. There are many prerequisites of f econo- 


mic growth of which the most important are mainly two: one is 
national resources and the other human behaviour. As Professor 
Lewis has observed; “The growth of output per head depends on 


the one hand on the natural resources avilable, and on the other 
But our empirical observation sug- 


hand.on human behaviour.”’ 
gests that rich resources cannot ‘alone promote economic growth 


since countries witb similar resources show dissimilar‘ vigour at 
diferent times in their yistory:without any obvious change in 


It views economic organisation of a society as a production unit 
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their resources. Natural resources «determine the course of 
development and constitute the challenge which may or may not 
be accepted by human mind. ‘‘At every stage of development,” 
observes Kindleberger, “‘we can find countries of the same leve] 
of income, one having ten times the arable land per capita of the 
other—1| hectare per capita to 0.1 hectare: Australia and 
owitzerland; Argentina and the Netherlands : Syria and Japan: 
Liberia and Haiti. As for industrial resources, there are many 
examples of countries having developed despite the lack of some 
ol the basic industrial raw materials and minerals: for instance, 
ritain.with no oil or non-ferrous metals ; Switzerland with none 
except hydro- electricity ; ; Japan with little coal and no oil: and 
New Zealand with hardly any important mineral of her own to 
speak of. Ihe Middle East has fabulous resources of oil, but sti)| 
continues to be an underdeveloped area. Britain did not possess 
indigenous sources either for cotton or jute, which were among 
the first industries established on her soil: Denmark, Iceland and 
Netherlands have developed with little domestic sources of in 
dustrial metals. Japan has built: up an impressive iron and oil 
industry based on imported raw materials, The existence of rich 
natural resources is not a sufficient condition for economic devél- 
opment, nor even,a necessary one.” 

From the above analysis it is proved beyond doubt that 
human behaviour which is indicative of the desire for growth 
plays a very crucial.role in economic development. As a matter 
of fact, development is a complex process ; economic, political, 
religious, social and cultural conditions must be favourable, But, 
unfortunately, in all undeveloped Muslim countries like Pakistan, 
we find enough economic resources but adverse human behaviour, 
So what is needed is a painful readjustment—creation of favour- 
able atmosphere on the ruins of adverse social, economic, legal 
and political institutions. 

the moulding of this human. behaviour is really a painful 
process in the underdeveloped countries. [hese countries should 
either abandon their development programmes in the face of 
unfavourable social, economic and political institutions or adopt 
coercive measures to achieve the targets of economic deyelop- 
ment. No doubt, Islam does not rule out the need for coercive 


340 


Planning and Development in Islam 


measures, if need be, for achieving the greatest good of the great- 
est number of people. Yet the possibility of getting favourable 
human behaviour suited to the requirements of the economic 
development is greater in an Islamic State than in secular States 


at least in three ways. 


| In the first place, unlike other religions, Islam recognises 


both metaphysics and material needs for actual life equally. 
In Christianity, it is thought that a man of God has no business 
to bother with politics or economics; his duty is only to be 
morally immaculate and preach only love and goodwill towards 
mankind. Similarly, in Buddhism metaphysics is far more em- 
phasised than the actual life of man. Buddha attempted to 
prove that all manifested and created existence is unreal. It is 


obvious that such a teacher could have nothing to do with the 


economic remoulding of society or with the politics of an actual 
or Ideal State. In Hinduism, in like manner, the doctrine of the 
transmigration of souls and the weary round of incarnate life is 
preached ‘and a believer is urged to get rid of this weary round 
by annibilating his desire and taking resort to monastic life. Re- 
ligion, in this way, becomes complete worldliness, asceticism and 
redunciation of the natural and physical world. Al) this is deadly 
against the spirit of Islam. Here, the world is not considered 
to be an illusion or Maya; it is regarded as a reality and a fact 

which cannot be suppressed by any monasticism or spirituality. 
For it the conception of salvation of the individual as an isolat-. 
ed entity is absolutely wrong. Islam deals with man not as an. 
individual man but as a member of society. Moreover, it regards 
it aS an obligation on every Muslim not to be contented with his 
personal piety and righteousness but to spread and propagate it 
and at thesame time to fight against evils prevalent in the socieby:, 
maybe i in the field of ethics or economics or politics. me 3 
rat ‘Thus the Holy Qur'an points out that ‘‘after the, (mosning) 
prayer is finished, one should seek the bounty of God’? (xii. 16). 
Thetradition of the Prophet also runs like this : “Earning ofliveli- 
hoo od. (honestly) i is next to prayer in order of importance.” Besides 
s, there. are many other phi de a both in. the panes auf th 
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economic development is inherent.in the faith oi the Mus)in,. 
This: very fact reflects a new approach to the whole problem Of 


economic development. Herein lies the superiority of the Islam v 
concept of development'to the modern concept 

Secondly, the teachings of early Islam can profitably be 
utilised to contain the undesirable side effects of materia! deve) 
opment which has both economic and social dimensions, evidene. 
d by rise in income and productivity as wellas the presence of 


ent, motivation and rising expectations. While th 
static balan¢ €, the 


high achievem 
characterised by a 


traditional societies are 
stresses and strains involved in developmental endeavours do 
bring about a dynamic disequilibrium and personal frustration 
on a massive scale, because ‘people realise the possibility of im. 

r goals, 


provement in their conditions and set increasingly hig! 
the higher become their expectations 


achieve, 
Ss and benefiting from some of the 


The more they 


Paraphrasing William: Jame 
recent research findings in behaviourial sciences, it may be stat- 


ed’ that: (a) expectation achievement (i.e. expectation divided 
by achievement) equals the prevailing degree of frustration, and 
that (6) expectations rise in a geometric progression whereas 
achievements are added in arithmetic progression. lhe gap be- 
tween expectations and achievements indicates the level of frus- 


tration. 
It is, therefore, necessary to rationally deal with these un 
desirable side effects of the otherwise desirable development 
some very important lessons to learn from 


process. Here we hay 
If the teachings of Islam are injected into the minds of 


Islam. : , 
the young people through a sound educational system, we are 
the individual would be con- 


sure to get a new generation ; 
ditioned to thinking in terms of social achievement rather than 


personal achievement. Service above self may appear a trite 
maxim but in it alone lies the salvdtion and peace of mind for 
the individual and the survival of a nation. Personal frustration 
inevitable in a rapidly developing. nation; 

would otherwise inexorably lead to class warfare, group strife 
and regional conflicts. Rightly or wrongly, Mao’s thought has 
in so far as development of China 1s ‘concern- 


produced a miracle | 
ed. I find no reason why Islamic thought, if properly propagated 


on a massive scale. 
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will not produce lasting and decisive effects on the development 


of the world of Islam. 
Lastly, Secularism becomes the keyuote of technology-orient- 


ed development process of today. The continuous erosion of the 
established value system results in a moral’ vacuum. The indi- 
vidual is left without a reference point for his conduct and 1s 
deprived of the spiritual ‘bedrock to support him in the stresses 
and crises inherent-in change. Here also Islam can fill up:the gap 
of a moral vacuum; thereby hepsi, a stabilising guage 10 


the process of growth. 

The scientific method, some of the outstanding earlier dis: 
coveries‘in natural and applied sciences, contribution of basic 
importance to the social sciences, and technological developments 
in chemistry, mathematics, medicine and architecture, were all 
the products: of\mind influenced by and infused with the spirit 
of Islam. The appeal to'reason, rational*analysis and study of 
empirical facts and the use cf science for the conquest of Nature 
and dor the development of human society are some of the basic 


distinguishing attributes of early Islam. A proper appreciation 
of Islamic injunctions and a careful study of our cultural heritage 
would, therefore, remove the incompatibilities between the 
present-day secular trends and religious doctrines. Indeed, the so- 
called secular movement was, originally and in some of its useful 
aspects, a borrowing from medieval Islam, not completely con- 
sistent with the notions then prevalent among the Europeans. 

_ The fact*is that Islamic principles concerning appeal to. 
reason and harnessing of all the resources given by Allah for the 
benefit of man, need to be brought out so that ‘‘the motivation w 
for action in the society. is provided by the belief that - the best ay 


of you is not the richest and the most powerful but the virtuous’. P 


Unless this fundamental principle’ of Islam is practised in se ape F 


day life even material progress will be frustrated by the decay of - 
nly EES 


moral al d spiritual values which in turn’ are the o 
aginst aste and inefficiency resulting from Corruption, explpite a 
Ft is 


tion and personal greed. We must not allow ee pags: 

of rapid economic development to obscure our moral values 

destroy the best of our social institutions.” The fact of ther matter _ 
is tliat a renaissance of true Islamic thought’cah serve'as a positive _ 
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factor of development. 

In this connection it is interesting to quote a I'rench scholar 
Professor Jaques Austruy, who, in his recently published article 
entitled ‘‘Islam’s Key Problem—-Economic Development, ’ obsery-. 

helping 


‘‘The economist must here play the part of midwife, 


ed: 


and the economy, which is limited to human possibi 
seck out the most suitable types 


any particular civilization, as thoroughly as it would strive for the 
n structure, 


best possible results from the mechanisms of any given 


Ihis widening of the 
which respect for its own values represents for each community 


It also shows the importance of the powerful motives which an 
economic orientation, emerging from the essential vocation of this 


community, can bring to development. Here the moral is com 


bined with the practical; and the long-term prospects are initiat- 
ction.” It is, 


ed by the most immediate and effective form of action. 


therefore, essential to relate economic development of Islam to 


religious and cultural factors. 


3: Muslim Countries and Economic Development 
‘Ulama and Development 


Unfortunately, all the Muslim countries of the world like 
Pakistan, Afghanistan, Indonesia, Kuwait, Iraq, Iran, Syria, 
Turkey, Egypt, Libya, Sudan, Algeria, Morocco, Tunisia, Jordan, 
Saudi Arabia, are underdeveloped compared to other advanced 
countries of the world like U.S.A., U.K., Japan. There is an im- 
mense scope for development in all these Muslim countries both 


from the point of view of natural resources and from the point of 
happy. combination of these 


view of human resources. Because a 
two factors determines the actual course of development. In other 


words, Muslim countries are in a better position to make greater 


development efforts compared to other underdeveloped countries 
for two reasons: (a) many resources unknown in the nineteenth 
century are today accessible to Muslim countries, (b) unlike other 
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to bring into the world the materialized result of latent i de as and 
possibilities. He must contribute to the ‘birth of development, 
suites, must 


of structural arrangements for 


economic horizon shows the great utility 
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Ocean! From the southwestern borders of China to 
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religions Islam can be used as a factor of economic development 
jn so far as moulding of human behaviour is concerned. 

_ Now we may draw a brief pen-picture of the ‘natural resour- 
ces of the Muslim countries. The age of iron and steel was follow- 
ed by the age of oil: There is no need here to dwell at length on 
the change in the situation of Islam in the battle for energy. 
From 1945 to 1958 the contribution of the Middle East to the world 
production of oil rose from 7.5% to 25.4%. But the size and im- 


portance of the deposite discovered grew even more rapidly. In 
5°% of world reserves. 


1920, these reserves were estimated to be 
. According to an expert 


Today the figure is approximately 85°/ 
on oil, if the deposits in the Middle East continue to be worked 


Os the same rate there will still be enough oil to last for 150 years. 

_ Additional major discoveries have been made in Libya and 
itretpl dapecté of finding more oil in Tunisia, Algeria and remote 
parts of the Sahara are generally believed to be good. In the event 
néw discoveries are made on a-large scale, Europe’s energy prob- 


lem for the future may well be considerably eased. 
_ At the same time these resources may providé an economic 


basis for improving political relationship between I'rance and the 


corning States of North Africa. 
_ Moreover, indonesia ‘and Malaysia meet the Oe ‘major 


of jute. Egypt is Paionpet the largest of the world’s cotton-growers, 
At this stage it might be profitable to examine the strategic 
importance of the Muslim world as we find it on the map of the 
world today. Turkey, the master of the Bosphorus and’ the 
Dardanelles, stands guard on the Northern Gateway of the 
Mediterranian. In fact, the Mediterranian Sea has been adj judged - 
to be more’ than 60% a Muslim lake, The United ‘Arab R public 


controls the eastern gateway to the Mediterranian through MY va 


Said and Suez Canal, The Red Sea is also very largely a 
ies. Likew sd 


the Persian Gulf enjoys a 100% Muslim‘contro}. ‘In South-E ast 


Asia, Indonesia is the outpost of the Muslim world in th acific 
A.s 5 dhe =. ath- 


‘spread out of multi-pronged penetrations to euard man 


a ee ™ . 


° ee 
~~ 


: 
/?-« 


“ 
ear ~~? 
| 


° 2. 


s+ +2 
eS 


+. = 
- a)? Fee 


tf se - 


pee ne 


opt. 


Ter 


* 


: 


Ray 


e 4.43% 2? 2 . 


‘rer 


4 
eo - 
5. 
7 
ott 
—% 
>4 
a? 
.* 
4 
_ 
ot 7 

.° 
>. 


if“, 


ee ~ 


~ 
== 


~ 


BALA 


—s 
“<= 
- 


r 


faiths inthe, fizld of agricultural, development. 


es Fs : 
a we 


awvJs~ 


~ Re 
i es! ean tel? 
eye hy ahtits page de 


— so 


Planning:and Development in Islam 


{stamtc Economics ; Theory and Practice 


frontiers and to,stand as valiant sentries to protect the lands of 
Islam, socially and _ politically; 

But these,vast natural resources and the strategic importance 
of the Muslim world.are not sufficient conditions of growth, 
Muslim, countries must.realise that natural resources cease when 
the extent and scope jof knowledge ceases. Here by knowledge we 
mean knowledge of both modern science and technology as well 
as true.knowledge of Islamic values of life. On both the fronts we 
shall/haye to work very hard. Muslim countries will have to accept 
the challenge. of time. Because, they should not only borrow 
modern, ideas of sciences and technology. but also imbue Muslim 
population of Muslim countries with Islamic values and ideas so 
that an urge for development comes from within. 

‘Ulamda’ and Development, Since rural population forms a great 
part ofall the Muslim countries of the world, ‘Ulama or Imams 
who have, still, great hold.on the people may be associated with 

the. development suited to the requirements of respective economy 
of Muslim countries. This association may be of great significance 
inthe field of agricultural. development. Because food deficit is 
steadily mounting in all Muslim countries in spite of the efforts 
by the respective Governments to increase agricultural production 
ibis_is indicative of the fact that a total involvement of the 
people is needed to meet this intractable situation. 

A vast majority of our farmers are unaware of tremendous 
unprovements in agriculture brought about by modern science 
and technology. [hev. are chained to traditionalism and dangerous- 
ly misleading travesties of what their religion really. stands for, 
As religion occupies a,.very important, place in the lives of our 
people and has more to do with determining their attitudes than 
any other factor, the ‘Ulama’ can render invaluable service tothe 
nation by helping to create psychological and ideological .con- 
ditions favourable to the progress of our agricultural population. 
The propriety and desirability of our ‘Ulama’s participation in our 
campaign for agricultural progress becomes obvious when we con- 
sider the, past, and. present activities of religious leaders of other 

In the United 


States of America, for instance, the churchmen in the rural areas 


do their utmost to equip themselves with scientific and techno- 
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logical qualifications in order to better servethe rural communities, 
Along with\religious education, they acquire proficiency in agri- 
culture and related specialities. Thus, the movements for conser- 
yation’/ of land, co-operation; youth organisation, secial reform 
and education started by religious groups in the U.S A.,.especially 
promoted by the Catholic Church, have acquired a near religious 
sanctity and people ‘believe ia and act in accordance with them 
as if they were essential articles of their faith. 
_ Asa first step towards participation by ‘Ulama’ in agricultural 
development Muslim countries may try,ascheme like Mosque Com- 
munity and Farm Guide Centre which should envisage the train- 
ing of village Imams-in certain special trades and skills, including 
poultry, fish, poultry vaccination, better farming throughimproved 
seed, agricultural implements, fertilisers, etc,, and’ making them 
the torch-bearers of progress in the countryside. The scheme may 
provide forthe sale of improved seed, for fertilisers, etc., through 
the Imams who would get commission on the sales, and thus 
improve their own financial »position as well.. Thus .the basic 
requirements of agriculture would eaagaty, become. availableat the 
farmer's doorstep, L smaustOteoaeds 
ip a0 There should be a, follow-up: Bay east also; to ensure. that 
the interests of the ‘Ulama’ do not sag in the project.. The 
Pakistan Academy for Rural Development, Peshawar, haslaunched 
such a programme covering five Union Council only. The results, 
however, are very encouraging: In addition:to the proposed use 
of mosques as centres,of adult and agricultural education, purpose- 
fully conceived and planned series of sermons and Khutbahs. can 
be a powerful means of creating the spirit of dignity of labou ¥ 
and co-operation which is essential in an economy like Pakistan’ a 
where the size of the land holdings of our individual farmers i 
extremely small and uneconomic. The need for such associatic yn 
gathers further!momentum. {from the fact that it will.create d ire 
for growth among the. so-called fatalist. farmers. ‘of tural areas. 
This desire i is vital from the point of view of growth. | wid : 2 it 
Farm Chambers. Another) important, step which, the; Goy yern- 
nts of Muslim countries may take is to encourage’the forms mation 
of farm chambers. If the agriculturists organise. -themsel ves into 
teens chambers on the pattem) of the chambers of com merce 
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1iturists to 


and industry, this would preatiy facilitate the agri 
project their problems. Our approach should be one of persuasion 
and motivation, not of itorce. An environment is to be created 
where Such sense of co-operation comes from within, not from 
‘‘outside”’ 

On successful implementation of the mosque community and 
farm eulde scheme, the Governments of Muslim countries will 
law of inheritance which is 
of holdings. This 


have to touch the Islam: apparently 


responsible for subdivision and fragmentatio 


can be done by prescribing the limit of economic holdings 
If we fix the limit of minimum econoni a without 
of inheritance this may act as a power 


violating the tatlevea laws 
ful inducement for co-operative farming, vital for Muslim countries, 
The U.A R. has already introduced such a legislation. I find no 


harm in framing such laws by other Muslim countries in the larger 


interests of the society. [he possibility of g 
to the framers of the Muslim countries on the Taal of insurance 


cover to industrial labourers may be explored. 


We must not, however, forget that mere financial assistance 
the fulfilment of the socio-economic goals of the 


r. The forces of 


‘ivineg insurance cover 


does not ensure 
Islamic State in the sphere of agricultural economy 
change in a traditional society are generally weak and hence they 
require a powerful impetus if they are to assert themselves. The 


role of the Islamic State or the State-sponsored bodies in the 


management and functioning of agricultural credit institutions as 
congenial conditions for development of agri- 


also in creating 
thus, assumes 


culture through a large number of small holders, 


crucial importance. 
4. Summary and Conclusion 


(2) Planning. The modern conception of planning which refers 
to the utilisation of resources of the country to attain certain 
objectives is recognised in Islam, Economic planning in Islam 15 
nothing but a synthesis of planning by inducement and planning 
by direc.ion. Various injunctions of Holy Qnor’an and sayings of 
the Prophet (be peace on him) have confirmed it, Co-operation 


between public and private sectors is the basis of écénomic plan- 
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ning in Islam, The objectives of economic planning in Islam are 
relative to the needs of the community, and this can be changed 
with the changing circumstances subject to the iojunctions of 
Holy Qur'an and the Sunnah. The soundness of its objectives 
can be judged by the principle of beneficence and care: for the 
have-notes. The execution of planning will be made through the 
participation of public and private sectors on partnership basis 
which will work through the application of the principle of 
Mudarabah. It is because of this that there will be little chances 
of loss and less possibilities of depression under the Islamic system 
of planning. | 

(b) There are two fundamental sources for financing a develop- 
ment plan, One is internal or domestic resources and the other 
foreign assistance. Interna] finance may take two forms: private 
saving and public saving. In the Islamic State much'can be'done 
by encouraging the investment of the small savings in the 
field of greatest urgency and production. But when unnecessary 
consumption retards the process of economic development the 
Islamic State can intervene to control such consumption and 
direct control of investment policy. In respect’of public saving 
the Governmenf of an Islamic State may adopt the policy of pro- 
gressive taxation with less emphasis on indirect taxes which are 
often regressive in character, particularly if the taxed commodity 
happens to be the necessaries of life. Again, keeping in view the 
items of expenditure on which Zakat revenue can be spent, modern 
social security schemes and social welfare projects of our planning . 
may be financed out of the surplus of Zakat revenue. Mor eover, 
4 the istainic ‘system a planning there is no harm in resor ng 


of trade, commerce, industry and development plans. © tea = 

- (c) For solving the problem of foreign exchange i 
for development planning, we propose the following courses of 
action: (a) a systematic policy of promoting exports, (b) formation | 
of a Development Bank of the World of Islamon the model cf I,B. 
RJD., by pooling the resources of the Muslim world, (c) encouraging 
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foreign investment on partnership basis, (d) taking loan fron 
payment of interest in extreme cases. However, the 


abroad on 
planning in Muslim countries in genera! 


necessity of economl 
and Pakistan in particular arises for the following reasons 


(1)*to exploit the vast natural resources of the Muslim coun. 
tries which-are poor and backward ; 

(2) to adjust the resources to the rapidly increasing popula- 
tion all over the’ Muslim countries ° 

(3) to bring economic stability and to reduce wastage which 


is condemned in Islam : 
(4) to help securing more equitable distribution of income 


and wealth which is ‘recognised in Islam 5 

(5) to avoid monopolistic exploitation, speculative business 
and: anti-social wastes of the competitive system ; 

(6) torbring about an overall structural change in the economy 
of Muslim countries rapidly ; 

(7) to facilitate an easy transition of.a country’s economy to 
a war basis so that aggression which is condemned in JsJam 


may be repelled 
In fact, planning in Islam isfree from many shortcomings of 


the modern planning. 
Economic Development. Thesuperiority of the Islamic concept 
of development which refers to increasing output per hour of work 
done to the modern concept of the term-lies in the fact that the 
urge of, economic development in Islam comes not only. from the 
eternal economic problem of man but also from divine inducement 
of the, Holy Ouran and the Sunnah, We have seen that growth of 
output. per head depends, on the one hand, on natural resources 
and,on the otherhand, on human behaviour. But natural resources 
is not a suificient condition for economic development, not even a 
necessary one. Human behaviour plays a very crucial role in 
economic development. But the moulding of this human behaviour 
is really a painful process in underdeveloped countries, Because 
this: involves readjustment of social, economic, legal and political 
institutions. Unlike other religions, Islam recognises hoth meta- 
physics:and the material needs of actual life. Therefore, the prob- 
lem of moulding human behaviour in an Islamic State is not that 
acufe compared to secular States, Islam can be treated as a factor 
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of economic development, The economists must here play the part 
of midwife, helping to bring into the world the materialised 
result of latest ideas and possibilities which may be related tothe 
religious and cultural factors of Islam. Muslim countries are now 
in a better position to make greater development efforts for two 
reasons: (1) Many resources unknown in the nineteenth century 
are today accessible to Muslim countries. In 1920 oil resources of 
the Middle East were estimated to be 5°% of the world resources, 
Today the figure is approximately 85°. (2) The Islamic values of 
life may be utilised for adjustment of adverse socio-economic and 
socio-political institutions and for moulding human behaviour. 
All-round efforts should be made to develop the Muslim 
countries. Since a vast majority of farmers of Muslim countries 
are unaware of the tremendous improvements in agriculture 
brought about by modern science and technology, attempts may 
be made to associate ‘Ulama’ or Imams of mosques with devel- 
opment activities. As a first step towards participation by ‘Ulama’ 
in agricultural development, Muslim countries may try a scheme 
like ‘Mosque Community and Ifarm Guide Centre’’ which should 
envisage the training of village Imams in certain special trades 
and skills and making them the torch-bearers of progress in the 
countryside, Besides this, encouragement should be given for the 
formulation of farm chambers on the model of chambers of com- 
merce and industry- Apparently, it appears that the Islamic law of 
inheritance is responsible for subdivision and fragmentation of 
holdings. Muslim countries should come forward to fix the limit of 
minimum economic holdings. This may act as a powerful induce- 


ment for co-operative farming, vital for Muslim countries. 


Chapter XIV 
INSURANCE AND GAMBLING IN ISLAM 


2. Is Insurance Un-Islamic ? 


3. Difference 


1. Insurance in Islam 
4, Conclusion 
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1. Insurance in Islam 


In the survey of modern economic world, the business of 
insurance must have a prominent place. There is genera] agreement 
among most economic theories that the essence of insurance lies in 
the elimination of the uncertain risk of loss for the individual 
igh the combination of a large number of similarly exposed 

ndividuals who each contributes to a common fund premium pay- 
ments, sufficient to make good the loss caused by any one individual. 
Therefore, before insurance can beundertaken on asound economic 
basis, not only the nature of an insurable risk but its probable 
occurrence and resulting loss must be determined. It is obvious 
that all risks are not equally subject to indemnification by means 
of insurance. The chance or the uncertainty as well as the measur- 


ability of various types of risk differs. 
2. Is Insurance Un-Islamic ? 


‘ - 


_ There is a misconception among some Muslims that insurance 
is un-Islamic, It is tantamount, they believe, to denying Divine 
blessings. But Allah is responsible for providing us with reasonable 
means of livelihocd, True, He took upon Himself the provision 
of reasonable livelihood to His creatures. This is embodied in the 
following verses of the Holy Book : 

» There is no moving creature on earth but its sustenance de- 
pendeth on God (xi. 6). , 
And who ou ance 
From — Pat At 
Can there be another God 
Besides God ? (xxvii. 64). 


And We have provided therein 
Means of subsistence,—for you 
And for those for whose sustenance 


Ye are not responsible (xv. 20). 

For a proper understanding of these verses, we are to go deey 
into the matter. These verses do not mean that Allah will supply 
our food and clothing from heaven even if we sit idle. In ct..a 


these verses speak eloquently of the economic 
envisaged by Islam, and the Muslim State, which dain Seu 
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The best among you is he who treats the members of },; 
family best. ecu 
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Private charity has the advantage of being ineffective. Th 
security arising from regular state insurance does actually ¢ guarant ; 
to the citizens the minimum subsistence ce 


—Robert Briffault, Reasons of Angey 
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yi 
In the survey of modern economic world, the business of 
insurance must have a prominent place. There is general agreement 
among most economic theories that the essence of insurance lies in 
the elimination of the uncertain risk of loss for the individual 
through the combination of a large number of similarly exposed 
individuals who each contributes to acommon fund premium pay- 
ments, sufficient to make good the loss caused by any one individual. 
Therefore, before insurance can beundertaken on asound economic. 
basis, not only the nature of an insurable risk but its probable 
occurrence and resulting loss must be determined. It is obvious 
that all risks are not equally subject to indemnification by means 
of insurance, The chance or the uncertainty as well as the measur- 
ability of various types of risk differs. | | 


- ir 2. Is Insurance Un-Islamzic ? 


ir iahiere)i isa misconception among some Muslims rete insurance 
is un-Islamic. It is tantamount, they believe, to denying Divine 
blessings. But Allah is responsible for providing us with reasonable 
means of livelihocd, True, He took upon Himself the provision 
of reasonable livelihood to His creatures. This is embodied i in the 


following verses of the Holy Book : 
There is no moving creature on earth but its sustenance de- 


pendeth on God (xi. 6). ) ahey ye 
_ And who gives you sustenance ae. 
From heaven and earth ? Setiase sh 
_ Can there be another God eee 100! Tt to 
“ ‘Besides God ? (xxvii. 64). 8G Glodw 5 es {aioe 
And We have provided therein <P. | | ove 
- Means of subsistence,—for you act Cli gehey ae 
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_ For aproper understanding of these verses, we are to go. dee 2D 
into the matter. These verses do not mean that Allah will supp ly. : 
our food and clothing from heaven even if we sit idle, In fact, al. 
these verses speak eloquently of the economic millennium as 
envisaged by Islam, and the Muslim State, which claims to be : 
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zod’s vicegerent on earth, can only vindicate its grand title if it 
realises its immense implication in actual fact. It is His will that 
no individual should be bereft.of the reasonable means of existence 
and he should be immune against any and every encroachment 
Itis the supreme duty of an Islamic State to ensure this, Insurance 
helps achieving this objective. 

Moreover, Islam recognises family.as a basic social unit, 
Rearing and bearing:of each and every member of the family is 
always considered to be a duty in Islam. In other words, there is 
no provision in Islam’ preventing a;man from providing for the 
maintenance of his dependants. Ihe insurance companies, by 
covering the 'risk and uncertainty, ensures provision for his 
dependants, because insurance is a forced saving. [he importan 
of this forced saving can hardly be overestimated in a society 

like ours where a great part of society consists of the middle class— 
a class which cannot store enough provisions for its dependants 

At this stage, it may be pointed out that there is a group of 

persons who confuse between insurance and gambling. They hold 

the view that insurance is like speculation. If a man dies early, 

his dependants get a good return for a little money the deceased 

had given as premium. Apparently, it appears to be a sort of 

gambling. But their difference is fundamental, because the basis 

of insurance Is co-operation which is recognised in Islam 

The economic foundation of insurance is not the elimination 

of risk or loss—although insurance organisations may find it pro- 

fitable to engage in this activity—but rather the substitution of 
a known small loss for an uncertain large loss. The implications 
of this foundation are not as negative as they at first appear 
Society as a whole benefits through the accumulation of capital 
reserves which make good the loss resulting from the destruction 
of valuable assets ; business costs.are lowered to the degree that 
risk is eliminated and credit strengthened and the insured indi- 
vidual is enabled through mutual action to obviate poverty and 
destitution for himself and his dependants: The fact that the 
payments of all participants aid each participant in case of need 
is an essential characteristic of insurance. This principle of 
mutuality is not limited in the slightest degree to mutual com- 
panies but applies to all insurance organisations whatever their 
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jegal structure, to joint-stock companies, as)well as toGovernment 
jnsurance funds. The more numerous the individuals of each class 
who share the risk, the more exactly can it be estimated: and the 
more cheaply ican it be covered and protection administered. It 
is precisely because insurance is mutual that public opinion, even 
in countries predominantly capitalistic, has almost universally 
caused the Governments to abandon the theory of individual 
initiative in favour of compulsory insurance.of risks suchas health, 


workmen’s compensation and fire. , a7 
_ Thus insurance teaches us the need for (adam amandante in 


the society. This very spirit is very helpful for achieving :the 
goal of universal brotherhood. But gambling is prohibited inas- 
much as it promotes dissension and hatred, and tends to deter 
those who indulge in it from the remembrance of God and from 
prayer, thus occasioning a great barm than may possible benefit 
that may be derived from it (ii. 220; v. ,92). | 

_ ‘Again, insurance has ‘been recognised as one.of the most 
efiective media for the mobilisation of national savings for 
productive purposes, Pakistan, for instance, has been aware of 
the importance of this vital sector of the economy and the insur- 
ance industry has continued to.make rapid progress both in life 
and non-life fields, whereas gambling. is. prohibited in Pakistan, 
because it pollutes social life, arrests the moral and spiritual devel- 
opment of man, encourages) wastages, Therefore, it is a bar to 


economic growth. Thus we see that insurance,is motivated by 
the principles of co-operation, and. maximum social advantage, and 


gambling is the negation of these principles, Therefore, insurance 


cannot be styled as on-Jslamie: H soci OC éstoagie iy at 
: Pym? wll, “1?9 ; ey , oO '1SQmoasd 


Ide Difference , ,Orrl) aecaos teins 
ot mi ous nidiiw scactréntea: br —tenj io aor 
Now the ieatife arises Wtietlier there is “ani widigexones 
between the modern insurance industry and ‘the insurance industry 
which an Islamic State proposes to have: The Islamic insurance 
differs fundamentally from modern insurance both from the point 
of view of form and nature, From the point of view of form, letme 
say a few words about the evolution of modern insuranceiin the 
first instance, The history,of insurance is.as yet unwnitten 5. only 
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milestones of its evolution are known, Devices resembling insurance 
were not unknown in antiquity. In Imperial Rome, for example. 
which paid the 


there existed collegia, associations of artisans. 
surviving dependants of their members a funeral sum in return 


for the payment of monthly premiums, In this general evolution, 
there can be distinguished three types of insurance operatio ns, 
more or less independent, not successive but rather passing often 
and continuously from one type to another. These three types may 


be called co-operative, captalistic and government. 
The organisation of insurance on a co-operative basis is 


motivated by the same causes and follows essentially the same 
development in modern times as in antiquity. In my view, an 
Islamic State should encourage formation of insurance industry 
motivated be co-operative spirit, because the idea of co-operation 
is recognised in Islam. The capitalist type of insurance, the 
insurance business proper born of marine insurance, which is of 
Roman origin, was founded for profit and based on commercial 
calculations. The highly differentiated economic life of the second 
half of the nineteenth century brought with it numerous cultural 
gains accompanied by new dangers and new requirements. The 
expansion of the insurance industry made necessary, in turn, the 
extension and spread of reinsurance. Owing to successful stabili- 
sation of currencies after post-War inflation the present century 
is even more clearly characterised by the growth of insurance 
companies into enterprises operating on an international scale, 
by the founding of subsidiary companies and by the formation of 
cartel-like associations of entrepreneurs in all large countries and 
in all branches of insurance. Horizontal concentration to reduce 


competition has been especially characteristic of this period. But 
in the form of the combina- 


vertical concentration, for instance, 
tion of insurance and reinsurance within the same concern, is not 


uncommon. 

There is the point for consideration whether cartel-like asso- 
ciation of entrepreneurs in the field of insurance industry’is 
Islamic. We all know that a monopoly-dominated economic 
order cannot deliver goods to the society. Since the basic objec- 
tive of such cartel-type insurance is to maximise profits irrespec- 
tive of the ultimate welfare of the individual, this cannot be called 
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Islamic. The Islamic State must come forward either to control 
or to supervise such insurance industry. In fact, the increasing 
importance of insurance industry has everywhere resulted in 
jegislation leading to more effective State supervision of its con- 
duct and policy forms. A number of countries like India have 
nationalised theinsurance industry. For an Islamic State the point 
atissueis not whether insurance industry should be nationalised, 
but the main consideration is whether it is organised in such a 
way so that it may promote total welfare of mankind keeping in 
view the injunctions of the Holy Qur’a4n and the Sunnah. 

Thus, insurance should be encouraged and extended on a 
national scale, in an Islamic State. Insurance against death may 
be left to private companies. Insurance against old age, unemploy- 
ment, sickness and injury may be sponsored by the Government 
on a national scale, so that the whole nation may be collectively 
responsible to provide for those who are sick or old or unprovided 
for or unemployed Besides the premia, an Islamic Government 
will have its Zakat revenue to spend on it. It would be very simi- 
lar to the National Insurance Scheme in England which covers all 
economic risks of all persons from the cradle to the grave. The 
only difference would be that the liabilities would not be used in 
interest-bearing undertakings. _ 

_ Moreover, insurance companies these days invest their funds 
in mortgage business and other interest-bearning undertakings. 
But Islamic insurance companies will have to provide capital 
loan instead on partnership basis in business and industry, It is 
recommended that the Islamic insurance industry should make 
investment either directly or on the basis of Muddrabah or in 
participation with Islamic banks and other credit institutions. 
Since the ultimate purpose of all the Islamic credit institutions 
isone and the same, viz. welfare of the people, the feasibility 
and practicability of establishing an insurance department in 
Islamic banks may be examined by Muslim States. As Islam does 
not allow speculation and gambling, the Islamic insurance indus- — 
try will cover only the genuine risks and it would be aself-liquidat- _ 
ing process which will provide protection to the insured on the 


principle of mutual assistance and co-operation. 
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4. Conclusion 


(a) There is a feeling that insurance is un-Islamic, because 
if is said that it is nothing but gambling or speculation. But 
there is a fundamental difference between gambling and insurance, 
While gambling promotes dissension and hatred and tends to 
deter those who indulge in it from remembrance of Allah, insur- 
ance 1s based on co-operation and the insured individual is en- 
abled through mutual action to obviate poverty for hi lf and 
his dependants, There is nothing in Islam which prevents anyone 
from making provision for his dependants. In fact, through insur- 
ance, the society as a whole gets benefits out of accumulation of 
capital reserves. 

(6) The difference between modern insurance industry and 
Islamic insurance industry lies not only inits form butalso in the 
nature of its handling the business. The present-day trend toward 
formation of cartel-like associations of entrepreneurs in the field 
of insurance and reinsurance is the negation of Islamic values of 
life. We know that the modern insurance industry invest their 
funds in interest-bearing undertakings. But the Islamic insurance 
companies will provide capital loans instead either directly on the 
basis of Mudarabah or in participation with Islamic banks and 
other specialised credit institutions. The possibility of opening an 
insurance department in the Islamic banks also deserves active 


consideration. 
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ISLAMIC SOCIAL ORDER. «| jonb 

_ {, Islamic Social Order : Its Salient Features 
9, Concept of Welfare State in Islam: Moral, 
Spiritual, Social, Political and Economic 


ia Values 


O mankind! lo! We have created you male and female: and 
have made you nations and tribes that ye may know one another. 
Lo! the noblest of you, in the sight of Allah, is the best in cop- 


duct. Lo! Allah is Knower, Aware. 
—al-Quran, xliy, 13 


No man hath believed perfectly until he wisheth for his 
brother that which he wisheth for himself. 
—Prophet Muhammad (be peace on him) 


: > oe 


J, Islamic Social Order : Its Salient Features 


Meaning and Scope. Social order conceived of by Islam is 
mainly based on the teachings of the Holy Qur'an and the sayings 
and practices of the Holy Prophet. It is neither capitalistic 

t stands on its own and combines all the 


nor communistic, but i 7 
good features of a healthy and balanced society. Both the systems 


are making great efforts in improving themselves in sueh a way 
that Communism seems to have started to loose its rigidity to- 
wards ownership of personal property and Capitalism 1s finding 
more ways and means for the equitable distribution of national 
wealth for the benefit of the common people. But Islam has 
already provided these fundamentals in its economic system where 
free enterprise and ownership of private property are allowed 
and accumulation of wealth in a few hands and exploitation of 
the poor by the rich are prohibited. This Islamic economic sys- 
tem is called Islamic Socialism or Social Order, 
~~ The fundamental basis of Islamic democracy or socialism are 
summed up in the following verses of the Holy Qur’an: crate 


. > aleriegs 
lanced, and seek to 
; ° af Ts, 


We have made you an Ummah justly ba 
pursue the middle course. Gees WOE 


' 0 people! be careful of (your duty to) your Lord Who 
created you from a single being. ele bone lap bivibsbeds t0l 
fi All people area single nation. © | polls ivhseap2 
Thus we have: — Maw isi2 oAT vitemrioneos me 

p seltiotam aimalal 


(i) Our duty to God Almighty. es 
___ (i) Our duty to fellow man who is equal 
_ ‘This establishes the unity of all humanity.  ~ 


© aid “¢ 
(iii) The injunction to follow the middle ‘path in all pe Ss. 
4 cally. 


"Of course, it is not geometrically or exactly phy 


Offitiaaz 


“middle. Only proverbially so. The intention is to steer 


 clearofthe extreme. 


The desire to avoid the extremes in Politics and Econ mics 


> E+ yee Fp, 
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“Is] mic Socialism,” which are really interchangeable, for the 
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repute. Professor Arnold Toynbee, commenting in his Civili 
tson on Trial on the racialism and nationalism of the Western 
culture, sees salvation for the world in Islam. ‘‘We can, however, 
discern certain principles of Islam which, if brought to bear on 
the social life of the new cosmopolitan proletariat, might have 
important and salutary effects on the great society, in a near 
future. The extinction of race-consciousness, as between Muslims 
is one of the outstanding achievements of Islam ; and in the con- 
temporary world there is, as it happens, a crying need for the 
propagation of this Islamic virtue. It is conceivable that the 
spirit of Islam might be the timely reinforcement which would 
decide this issue (of ascending racialism and nationalism) in 
favour of tolerance and peace.”’ 

Professor H A.R. Gibb, in Whither Islam, says : ‘‘Within the 
western world, Islam still maintains the balance between exag 


gerated opposites. It has not yet succumbed to (that) obsession 
with the economic side of life.’’ Professor Massignon, another 


Orientalist, pays tribute to Islam thus 
standing for a very equalitarian conception. It occupies an inter- 


mediate position between the doctrines of bourgeois capitalism 
and Bolshevist Communism. 

Soctal Equality. The distinguishing mark of Islam is its respect 
for the individual, and absolute human equality, irrespective of any 
consideration at all. All enjoy equal status—socially, politically 
and economically. The status of women, minorities and slaves in 
Islam is matchless and proverbial, Ihe. dignity of labour is an 
article of faith in Islam. 

‘*The believers are but a single brotherhood, 
Our’an. Equalityin Islamic Socialism is equality before law, and 
equality of opportunities toall without any favour or consideration. 

The history of Islam records many incidents which bear 
ample testimony to the fact that Islam believes in equality be- 
fore law both in theory and practice. The following two incidents 
may be cited us instances : 

(2) The Caliph Hadrat ‘Ali had losta shield. A servant told ‘Ali 
that he had seen the shield in possession of a Jew. So ‘Ali filed an 
application in the court of the Oadi (Judge) for restoration of his 


property. The Jew was summoned and asked to prove that the 


; “Islam has the merit of 


’ says the Holy 
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shield was his. He replied that the fact that it was in’ his posses- 
; it was up to the Caliph 


sion was enough proof that it was his; 
to,prove that it was his. Hadrat ‘Ali presented his son Husain. 


and his servant as witnesses. The Jew objected that the testimony 
could not be accepted in law. because one was his son and the 
other his.servant. Though the Qadi knew personally that neither 
‘Ali nor Husain could tell lies. he dismissed the petition of the. 
Caliph saying that the evidence offered was not acceptable to 
Jaw. And the Caliph also accepted the verdict. The Jew was 
moved at the respect for law that he witnessed; he came to the 
Caliph, gave him the shield and announced that he had also 
decided to become a Muslim. 

-(0) A Christian had filed a suit before Caliph ‘Umar ibn 
‘Abdul ‘Aziz against Prince. Hisham ibn ‘Abdul Malik, who was 
sitting as one of the courtiers. It was then the custom for the 
complainant and the defendant to stand shoulder to shoulder be-, 
fore the court, Caliph ‘Umar ibn ‘Abdul ‘Aziz asked Prince. 
Hisham to get up and stand in front, along with the complainant. 
before he began the inquiry. Prince Hisham’s face grew red and 
he did not move from his seat. The Caliph at once commanded 
him to get up and stand in front, and added : ‘‘In Islamic justice, 
a Muslim prince and a Christian civilian are both equal’ (MZ tit 
World, 24 February 1968). 

. Thus in his book Authors of History, H. G. Wells rightly seagiteat $3 
“The stress Islam lays. on equality of all men without any dis= 
tinction of creed and class and the practical domestic brotherhood; 
of Muslims has made the faith one of the greatest forces of the’ 
civilized world today.’’ By laying special stress on merit and 
virtue to the entire exclusion of all other conventional labels and» 
badges of distinction, Islam has created what in modern phraseo-; — 
logy may be termed as “Balanced Society” or Intermediate Com- 
munity as the Holy Qur’an calls it. It did not merely emphasise 
social equality, but also disallowed all such attitudes and activi-) 
ties as are likely to disrupt social harmony in thelongrun. 

Explostation and Private Property. Islam conceives of a society’ 
immune from class distinctions and vested interests, and hence, 
free from various kinds of class conflict, which threaten modern, 
countries, excepting Russia (and China) with deep-seated economic, 
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maladies. *‘Whatever form it may have assumed, the exploitation 
of one part of society by the other has been a fact common to all 
past ages. In proportion as the exploitation of one individual by 
another comes to an end, the exploitation of one nation by an- 
other will come to an end” (Karl Marx). 

According to Islam, land belongs to none but God. Therefore 
it is State property under Divine decree. In industry there cannot 
be any exploitation of labour by capital under Islam. 

Legal ownership by the individual, that is to say, the right 
of possession, enjoyment and transfer of property, is recognised 
and safeguarded in Islam, but all ownership is, as we have seen, 
subject to the moral obligation that in all wealth all sections of 
society, and even animals, have a right to share (Qur’4n, li. 20). 
Part of this obligation is given legal form and is made effective 
through legal sanctions, but the greater part is secured by volun- 

tary effort put forth through the desire to achieve the highest 
moral and spiritual benefits for all concerned. In fact, this supple- 

menting of legal obligations, which secure the irreducible minimum 

with moral obligations to be discharged through voluntary 
effort, runs through every part of the Islamic system. The unique- 
ness of the Islamic concept of private property lies in the fact 
that in Islam the legitimacy of ownership depends on the moral 
sign attached to it. In short, Islam purges private property of 
its vicious potentialities and lets it have a beneficial growth. 

The right to property is confined to essentials and necessaries. 

Beyond that, one’s wealth is to be spent in the way of God, 

through various channels. ‘‘The son of man,” says the Prophet, 

‘‘has no other right (than) that he would have a house wherein he 

may live, and a piece of cloth wherewith he may hide his naked- 

ness, and a chip of bread and some water” (Tirmidhi). Nothing 
could be more socialistic than that. 

Within the framework of the bourgeois system of production, 
freedom means {ree trade, free buying and selling. Certainly we 
are concerned to make an end of bourgeois individuality, and 
bourgeois independence and bourgeois freedom. “‘Communism 
does not deprive anyone of the power of appropriating social pro- 
ducts. It only does away with the power of turning that appro- 
priation to account as a means for the subjugation of another's 
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labour’ (Marx). In their awareness and condemnation of, and to 
guard against, the evils of private property, Islam and Socialism 
are equally vehement. But theoretically Socialism goes the whole 
way, while Islam’s is the middle path, the golden mean. Socialism 
starts with dispossession, even forceful dispossession, of all owners 
of property. It envisages a cataclysmic change at the outset. It 
sublimates violence into revolutionary legalism. Islam like Social- 
ism views the unsocial accumulation of wealth with scorn and 
contempt because of its disturbing repercussions on society. But 
itlays down a different course of action, It countenances socio- 
economic gradations which do not prejudice the welfare of society. 
The Holy Qur’an says: ‘‘God doth enlarge, or grant by (strict 
measure the sustenance which He giveth), to whomso He pleaseth” 
(xiii, 26), It allows the earning of money and the possession of it. 
Private enterprise is not a taboo in Islam. It is disfavoured only 
when it assumes an aggressive role and cuts deep into the liveli- 
hood of the people at large. Under Islam, all avenues of such mor- 
bid developments in trade and business are closed. 
Economic Activities, Islam not only allows its followers freely 
to engage themselves in everyday economic activities for worldly 
possessions but also induces them strongly for work and liveli- 


hood. 


And when the prayer 
Is finished, then disperse 


Ye through the land 
And seek the bounty of God (Qur’an, Ixii. 10). 


Trade, commercial partnerships, co-operatives, joint-stock 
companies, are all legitimate activities and operations (ii, 276). 
Islam does, however, lay down regulations with regard to com- 
mercial activities designed to ensure that they be carried on 
honestly and beneficently. All contracts, whether involving large 
amounts or small, must be reduced to writing, setting out all the. 
terms thereof as this is “‘more equitable in the sight of Allah, and 
avoids disputes” (ii. 283). Monopolies and the cornering of com-- 
modities are prohibited ; so also the holding back of produce from 
the market in expectation of a rise in prices. All this is opposed. 
to beneficence, and these who indulge in such practices seek to 
take advantage of the need or distress of their fellow beings. 
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There are stern injunctions in the Qur'an with regard to the giving 
of full weight and, measure (xxvi. 182-185). 

Capitalism. The chief requisite for the existence and rule of 
the bourgeois is the accumulation of wealth in the hands of pri- 
vate individuals : the formation and increase of capital. The chief 
requisite for capital is wage labour. In bourgeois society, capital 
is independent and has individuality, whereas the living person 
is dependent and lacks individuality (Karl Marx). 

Again, interest is the centre round which Capitalism moves. 
Therefore, Capitalism encourages hoarding of wealth. But Islam 
directs that wealth should not be boarded. It should remain in 
circulation and should be invested to provide productivity in 
society. 

Who hoard their wealth 

And enjoin avarice on others 

And hide what Allah hath bestowed 

Upon them of His bounty. 

For disbelievers: We prepare 

A shameful;doom. 

Again, the lending of money on interest or usury is Strictly 
prohibited, as it results in;:economic crises and makes the rich 
richer; and the, poor poorer. Islam has, therefore, allowed banking 
and financing on partnership basis where the creditor and borrow- 

er should share profit and loss of the enterprise equitably. 

But God has permitted trade 

And forbidden usury (11. 275). 

The Prophet (peace be upon him) has condemned both the 
receiver and the giver of usury (Bukhari). 

The harmful effects of interest on the traditional capitalistic 
countries were found to be so deep, especially during the Great 
Depression of 1929-33, that the economists of those countries were 
forced to discard the classical economic theories and evolve new 
ones advocating the elimination of interest from their economic 

institutions. John Maynard Keynes (1883-1946), the pioneer of 
the new economic theories, looking at the expanding money 
supply, had predicted in his famous book, The General Theory of 
Employment, Interest and Money, published in 1936, that the rate 
of interest would approach zero in the next thirty years (p. 220). 
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“fn fact, the great economic ‘principle of the elimination 6f in- 
terest, as enunciated by the Qur’an is found by modern research 
and experimentation to be the sine qua non for full employment 
and economic growth.”” 

Again, Islam offers a blow to Capitalism’ by condemning con- 
centration of wealth in a few hands: Islam’does not allow that 
wealth should be concentrated in a few hands to disturb the 
equilibrium of the society, because it results in exploitation of 
the poor by the rich: 


The needy and the wayfarer ; 

In order that wealth may not 

Make a circuit merely 

Between the wealthy among you (11x, 7). 


Planning. The modern conception of'planning which screed 
to the utilisation of resources of the country to attain certain 
objectives is recognised in Islam, Economic planning in Islam is 
nothing but a synthesis of planning by inducement and planniug 
by direction, Various injunctions of the Holy Qur’an and sayings 
of the Prophet (be peace on him) confirm it. Co-operation between 
public and private sectors is the basis of economic planning in 
Islam. The objective of economic planning in Islam is relative to 
the needs of the community, and this can be changed with the 
changing circumstances subject to the injunctions of the Holy 
Qur'an and the Sunnah. The soundness ofits objective can be 
judged by the principle of beneficence and care for the have-nots. 
The execution of planning will be made through the participation 
of public and private sectors on partnership basis which will 
work through the application of the principle of Mudarabah. It is 
because of this that there will be little chances of loss and less 
possibilities of depression under the Islamic system of planning. » 
Social Justice. The institution of Zakat and the Islamic doc? 
trine of inheritance are the pillars of the Islamic conception of 
social justice, Islam has provided the institution of Zakat where 
well-to-do people have to pay a compulsory charity to provide 
relief to the poor and the distressed and ‘thus to eradicate poverty 
from society. It also serves the purpose that wealth cannot be 


hoarded indefinitely by any one person.»  — tS sare 
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There are stern injunctions in the Our’an with regard to the giving 
of full weight and, measure (xxvi. 182-185). 

Capitalism. The chief requisite for the existence and rule of 
the bourgeois is the accumulation of wealth in the hands of pri- 
vate individuals : the formation and increase of capital. The chief 
requisite for capital is wage labour. In bourgeois society, capital 
is independent and has individuality, whereas the living person 
is dependent and lacks individuality (Karl Marx). 

Again, interest is the centre round which Capitalism moves, 
Therefore, Capitalism encourages hoarding of wealth. But Islam 
directs that wealth should not be hoarded. It should remain in 
circulation and should be invested to provide productivity in 


society. 

Who hoard their wealth 

And enjoin avarice on others 

And hide what Allah hath bestowed 

Upon them of His bounty. 

For disbelievers We prepare 

A shameful;doom. 

Again, the lending of money on interest or usury is strictly 
prohibited. as it results in: economic crises and makes the rich 
richer;and the, poor \poorer. Islam has, therefore, allowed banking 
and financing on partnership basis where the creditor and borrow- 


er should share profit and loss of the enterprise equitably. 

But God has permitted trade 

And forbidden usury (11. 275). 

The Prophet (peace be upon him) has condemned both the 
receiver and the giver of usury (Bukhari). 

The harmful effects of interest on the traditional capitalistic 
countries were found to be so deep, especially during the Great 
Depression of 1929-33, that the economists of those countries were 
forced to discard the classical economic theories and evolve new 
ones advocating the elimination of interest from their economic 
institutions. John Maynard Keynes (1883-1946), the pioneer of 
the new economic theories, looking at the expanding money 
supply, had predicted in his famous book, The General Theory of 
Employment, Interest and Money, published in 1936, that the rate 
of interest would approach zero in the next thirty years (p. 220). 
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“[n fact, the great economic’ principle of the elimination of in- 
terest, as enunciated by the Qur'an is found by modern research 


+= 


4 and experimentation to be the sine qua non for full employment 


| and economic growth. os 
_ Again, Islam offers a blow to Capitalism by douldeiuninti con- 


centration of wealth in a few hands : Islam does not allow that 
wealth should be'concentrated in a few hands to disturb the 
quilibrium of the society, because it results in exploitation of 


the poor by the rich : 
1 vat fusu : 
_ The needy oad, the wayfarer ; 
we order that wealth may not > 
Make a a circuit merely 
Between the wealthy among you (lix. 7). | t 


beWoue O71). 
1 ‘Planning. The modern conception of'planning which refers 


to the utilisation of resources of the country to attain certain 
objectives i is recognised in Islam. Economic planning in Islam is 
nothing but a synthesis of planning by inducement and planning 
by direction, Various injunctions of the Holy Qur’an and sayings 
of the Prophet (be peace on him) confirm it. Co-operation between 
public and private sectors is the basis of economic planning in 
The objective of economic planning in Islam is relative to 
the needs of the community, and this:can be changed with the 
g Circumstances subject to the injunctions of the Holy 
Qar'an and the Sunnah, The soundness of. its. objective can be 
judged by the principle of beneficence and care for the have-nots. 
execution of planning will be made through the participation 
of public and private sectors on partnership basis which will 
< through the application of the principle of Mudarabah. It is 
of this that there will be little chances of loss and less 
ies of depression under the Islamic system of planning.» — 
| Justice. The institution of Zakat and the Islamic doc? a 


a" 


justice. Islam has provided the institution of Zakat where 
do people have to pay a compulsory charity to provide ; 
to th e poor and the distressed and thus to eradicate povert 


$0 ial 


“fron ‘society. It also serves the purpose that wealth camnotthé. 
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Establish worship, pay the poor-due (az-Zakat) 


And bow your heads with those who 

Bow in worship (11. 43). 

The Islamic concept of taxation is so comprehensive and 
broadbased that it not only promotes socialistic redistribution 
of wealth but also creates a healthy non-capitalist frame of mind 
and a collective spirit. Thus Zakat generates and releases positive 
forces of Socialism. In order that wealth may not be concentrated 
in a few hands, Islam makes it obligatory to distribute the pro- 
perty of a deceased person among the large number of heirs under 
the Islamic law of inheritance, Under this law, the property is dis- 
tributed among male as well as female heirs. One cannot will a 
legacy more than one-third of the property. This law also shows 
the active participation of women in economic activities allowed 
by Islam. There is a group of thinkers who hold the view that 


the Islamic law of inheritance has aggravated the problem of sub- 


division and fragmentation of holdings. But it is not that prob- 


lem. This can be prevented by legislation prescribing the size of a 
minimum holding, by paying off the other heirs in convenient 
instalments. Egypt has already passed such legislation and other 
Muslim countries are bound to follow suit during the course of 
agrarian reforms that are being rapidly effected in all Muslim 
lands. Muslim peasant-proprietors may be encouraged by the 
State in the interests of increased production to adopt a system 
of co-operative farming: 

Islam also advocates the provision of basic needs because it 
believes in a’society where State should be responsible for pro- 
viding a living wage or relief to every inhabitant of the country. 
To é€nsure social justice for the people the State shonld ulso take the 
responsibility of providing the basic needs of every citizen of the 
country for clothing, food and shelter. It will serve as a solution 
to the economic ills of the unequitable distribution of national 
wealth among the people of the country. 

Perhaps we can sum up by saying that Islamic Socialism 
condemns Capitalism and exploitation of all forms; it is based 
on the eternal principle of social justice, equality and universal 
brotherhood of man. What is tbe crying need of the hour is to 
strike a balance between conflicting ideologies. We have the 
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yaid-i-Azam’s wise choice and decision: ‘‘Pakistan should be 


based on sure foundations of social justice and Islamic Socialism 
(not any other ‘ism)—which emphasises the equality and brother- 
hood of man,” 
aeatine Concept of Welfare State in Islam 
_ The concept of Welfare State is gradually gaining ground 
day by day in a number of modern States. This concept of the 
Welfare State is based either on the Marxian interpretation of 
history or on the principles of Welfare Economics of Professor 
Pigou. In both cases emphasis is given on the material welfare 
of the people to the neglect of spiritual and moral one. But the 
Islamic concept of the Welfare State differs fundamentally from 
the prevailing notion of the same. Because'its concept is so com- 
prehensive in nature that the Welfare State in Islam aims at 
achieving the total welfare of mankind of which economic welfare 
is merely a part. Equal stress on Zakat and Salat in the Qur’an 
is quite significant for proper understanding of the true nature of 
the Welfare State in Islam. The dynamic interplay of these 
spiritual and secular institutions in the Islamic society is sym- 
bolic of inner unity of Religion and Economics. Its social and 
economic effects are wholesome and the social pattern that 
emerges is free from the hideous tyrannies of Capitalism and the — 
coercive standardisation of the communistic society. It was this 
all-pervading social harmony that led H.G. Wells to remark: 
“Islam has created a society more free from widespread cruelty 
and social oppression than any society had ever been in the world = 
before.”! Asa matter of fact, the Islamic concept of the Welfare — 
State is based not only on the manifestation of economic values _ 
but also on moral and spiritual, social and political values of © 
Islam, Let us now discuss in some detail the nature of these values — 
and the part a Muslim State can play in fostering those values 
Moral and Spiritual Values. The basis of moral and spiritual — 
values lies in its acceptance of life and its proper development. . 
“Righteous living, making proper and balanced use of one’ 's facul- 
ties and of the bounties provided by God, is the rule of life” 
(xxiii, 52). “Say, ‘Who has’ aes the use of a good and 
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pure things which God has provided for His creatures it. 33) 
Within this general concept, the Ouran lays down detail 

mstructions for the fostering of moral and spiritual values. The 
object is the beneficent and co-ordinated development of all 
faculties. Whatsoever God has bestowed upon man by way of 
inner faculties and external possessions must all be put to appro. 
priate use: [hat use must be adjusted and regulated, other- 
wise it would cease to be a moral activity. Islam teaches that 
natural instincts and tendencies are converted into moral quali- 

y the e@xXer- 


ties through their proper regulation and adjustment by 
cise of reason and judgment. The Qur’an classifies moral qualities 
from different points of view. There are those that relate to the 
mind and those that relate to the body. The Qur’an directs: 
“Approach not evils and indecencies whether manifest or hidden 

152). Man 1s accountable in respect of both kinds of conduct: 
action and that which 1s con- 
not find expression, Ihe 


(v1. 
that which manifests itself in 
templated and meditated but 
Ouran places every person under obligation to safeguard and 
promote the welfare of his own soul as well as the welfare of hi 
fellow beings (v. 106; iii 111, 115). A penalty proportionate to 
the wrong committed is permissible, but it is better to forgive 
where forgiveness may be reasonably expected to help the 
offender improve himself—and it is even better to add bene. 
volence to forgiveness. To endure wrong patiently and to forgive 
is described as a “‘matter of high resolve” (iii, 187; xxxi. 18; 
xlu. 44). The Qur’an declares that the strongest and highest love 
of those who believe is for Allah, meaning that the love of God 
must come before everything else (ii. 166). Here is a very clear 
gradation in the matter of the duty derived from Jove and atfiec- 


tion : **Worship Allah and associate naught with Him, and conduet 
aod toward kindred 


does 


yourselves with beneficence toward parents, 
and orphans, and the needy, and toward the neighbour that is 
of the kindred, and the neighbour that is a stranger, and the 
companions by your side, and the wayfarer, and those who work 
for you. Surely, Allah loves not the proud and boastful who are 
niggardly and enjoin people to niggardliness” (iv. 37-38). Love of 
children is not stressed, for it 1s a natural instinct. But the Our’an 
stresses the need of their proper upbringing and points out that love 
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of children’ involves the duty of safeguarding their future, both 
here and in the hereafter (Ixvi. 7). The natural instinct opposed 


to love is hate, repugnance, or enmity. In the first place it is not 


a moral quality at a)l; it is a natural instinct. Its proper regula- 
tion converts it into a moral quality. One must hate evil ; one 


must resent certain types of wrongdoing. Another natural instinct 
is the desire to outstrip one’s fellow beings in the race for pro- 
gress, The Our’aén says that everyone has an urge toward the 
achievement of some purpose, but that the proper goal toward 
which to direct this urge is the progressive achievement of right- 
eousness (ii. 149). If this instinct is not properly regulated it 
might generate envy, fault-finding and lack of appreciation of the 
good qualities of others. It might make a man proud and boast- 
ful. In short, natural instincts are a bounty of'God as much as 
are mental and physical capacities. It is not their ‘essential 
nature, but their proper or improper exercise that is good or evil. 
Indeed, the neglect of any capacity is itself evil inasmuch as it 
amounts to misuse of it. That is why Islam does not’ permit 
celibacy or monasticism as a way of life, It recognises that people 
who instituted these systems did at with a good motive, but in- 


asmuch as the systems offended against the principle of the 


beneficent use of all faculties and capacities, they lent themselves 
to. abuse and did harm (lvii. 28). | ) 

The Islamic State must take the responsibility of converting 
natural instincts into moral qualities. To achieve this end there is 
an imperative,need for reorientation of the ‘educational systems 
of the Muslim States. The syllabi of schools, colleges and univer- 


sities should be;fashioned in such a.manner so that the future 


generation is imbued with the spirit of Islam ;... « -; . 


‘U 


Social Values. The Jslamic concept of the Welfare State is 
also concerned with the fostering of) social values ‘which are’so 
comprehensive in nature that the regulate one’s) behaviour:and 
code of conduct with regard to one’s family life, one’s servants, ) 
one’s neighbours, one’s snanagement of orphans’ property ‘and 
what’ not. The object'of all these instructions as laid down in” 
the Qur'an and'the Sunnah is eave up eattoaltios ets? on) 


ow lasting welfare of mankind, © 9% som i) sité 
_ The’ Qur'an takes note ofthe diveritiesbbt race,! cols 
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which serve man’s own useful purposes ip 


language, wealth, etc., 

the social scheme, and describes them as signs of God for those 
who hear and possess knowledge (xxx 23). But none of these con. 
fers any privilege or imposes any disability. The Our’an says that 
(,od has divided mankind into tribes and nations for greater faci- 
lity of intercourse. Neither membership in a tribe nor citizenship 
in a State confers any privilege, nor are they sources of honour, 
the true source of honour in the sight of God is a righteous life 
(xlix., 14). In his Farewell Address, the Prophet said: ‘You are 


all brothers and are all equal. None of you can claim any privilege 
or superiority over any, other. An Arab is not to be preferred toa 
non-Arab, nor is a non-Arab to be preferred to an Arab.”’ 

It is,only the consciousness that mankind are all equally 
creatures and servants of God and that they must all constantly 
seek the pleasure of God, that can bring about the realisation of 
true brotherhood, which can stand the test of all the contingencies 
to which life is subject. ‘‘Hold fast, all together, by the ropeof 
Allah, and be not divided: and remember the favour of Allah” 
(111. 109), 

This sublime aspect of the Islamic teachings has evoked glow- 

ing tributes even from the enemies of Islam. Dr Dhalla, in his 
book Our Perfecting World, says: ‘‘Muhammadanism alone among 
the religions of the world has remained free from the colour bias. 
It welcomes all converts with open arms, whether they be negroes 
or pariahs. Without reserve it accords them their rights and pri- 
vileges and receives them into its social circle as much as into its 
religion. It excludes all barriers of birth and colour and admits 
its converts within the community on the basis of complete social 
equality.’* Dr Dennison Ross says: ‘‘It was among the Arabs that 
the man was born who was to unite the whole known world of the 
Fastand the West. This unique concept of brotherhood of Muslims 
has made Islam one of the greatest forces of the civilized world 
today.’’ 

Political Values. But the most important characteristic of the 
Welfare State lies in its political values. Unlike modern Western 
democracy, sovereignty in'the Islamic State belongs to Almighty 
Allah and equality of mankind in His eyes distinguishes the rule} 
of law of the Islamic States from that of Western countries. In 
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Western democracy, sovereignty belongs to the people. So, the 
head of the State with his so-called majority can make or interpret 
any law suited to his requirements. In such a state of affairs the 
minority, nay, the whole mankind, is veaNly at the mercy of the 
so-called majority. 

_ The term used for governmental or political authority in 
[lamas the ‘‘Khilafat” or Vicegereacy, It speaks of man’s vice- 
gerency. He is not an absolute sovereign. He is a deputy working 
with delegated powers—an agent working under the authority of 
the principal. Unlike Aristotle and Plato, or Hegel and Green, 
Islam does not consider the State to be an end itself. Nor does it 
consider the State to be the repository of absolute sovereignty. 
Islam is perhaps the first religion that put forward the philosophy 
of limited sovereignty, by using the word ‘‘vicegerent’”’ in place 
of “ruler,’’ ‘“‘monarch’”’ or ‘‘sovereign’’. This doctrine of limited 
sovereignty is the first thing that needs to be borne in mind for 
understanding the Islamic concept of State. In Islam State is a 
means to an end, the end being to *‘enjoin what is good and forbid 
evil” (iv, 111) and make justice prevail in the world (lvii, 27). The 
beneficent and harmonious working of the human society in 
accordance with the Jaw and the will of the Creator is the end 
that is sought to be achieved through State in Islam. The sove- 
reignty of man, therefore, is limited by Divine Ordinances and by 
the principles on which they are based. .. ~ n » at? el 
_ But astudy of the Holy Qur’an also reveals that the limited 
sovereignty or vicegerency is vested in the people and notin any 
individual, “Allah hath promised such of you as believe and dc 2G 


(xxiv. 56). It is the society as a whole that has heen erent 
succession or vicegerency and not anindividual. = = ty 6 uf 
_ That is the second) characteristic of the. Tsbaciity concept pt : 
State, Similarly, “Allah command you to make over the tru st t to 
those entitled to them, and that, when you. judge’ betweer men, 
you judge with justice” (iv. 59)..In this verse also.it is the F 20p! 
as a whole who have been addressed and asked to make ove r th : he 
trust, that is, the political authority, to those who deserve. — 
\| The concept of the. State that emerges is: (1) that the 2 real 
and absolute sovereignty belongs'to allah; (2) that ievapabge 
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His vicegerent has ‘been vested with 
rights and obligations of both stem from the 
both of them are bound to submit to that law. 

In the theory of the Muslim Law ‘‘contract”’ i 
bond. It is really a trilateral one, God being the third party Wh 
is a surety for the due performance of the obligations contract: 
foc by those entering into a contract (xvi. 92). It is clear that tht 
only kind of Government recognised by Islam is the representative 

Government. The word ‘“‘trust’’ used in the verseal so indicates 

that those who are elected to discharge the responsibilities of the 

State should return the “‘trust’’ to the real owners, that is, the 
people, and should not pass it over on hereditary basis. 

That being the nature of things, we have now to see whether 
political opposition is possible in such a State. The Holy Our'an 


has prescribed certain guiding principles for those in authority 


and has also given ‘certain directions to ‘the people. Those in 
authority have been enjoined to conduct themselves in accordance 
with the law of God and His Messenger and have been warned 
that “‘whoso judges not by that which Allah has sent down, thesé 


it 1s who are the disbelievers”’ (v. 45) and ‘“‘these it 1s who are 


48) and ‘‘whoso judge not by what Allah has 
v. 48). They have 


> Divine Law and 


; not a bilateral 


wrongdoers”’ (v. 
revealed, these it is who are the rebellious’ ( 


also been directed to ‘*take whatsoever the Messenger gives, and 
to abstain from whatsoever the Messenger forbids” (lix 8). They 
have‘also been warned that they should not follow the evil in- 
clinations turning away from the truth “‘that has come to thee 
(v. 49). The people, on the other hand, have been asked to obey 
those in authority and not to disobey what is right” (Ix. 13), 
and ‘‘to help not one another in sin and transgression” (v. 3) and 
“‘to yield not to anyone among them who is sinful” (Ixxvi. 25). 
These limitations of obedience indicate that the peoplé have a 
right ‘to disagree with those in authority when the clear lawof 
God and the Prophet is being disregarded. Where obedience ends; 
disagreement and opposition start. The fact that there is a limi- 
tation to obedience is tantamount to saying that there is a point 
where opposition should step in. Thus in his first address Hadrat 
Abu Bakr said: ‘‘Obey me as long as I obey God and His 
Prophet. In case I disobey God and His Prophet, I have no right 


limited sovereignty. Ihe 


to obedience from you. He also said: ‘‘Help meif I am in the 
right and set me right if 1 amin the wrong.” Similarly, in one of 
his addresses Hadrat ‘Umar said that ‘‘nobody should be obeyed 
in disobedience to God.” After becoming Khalifah, Hadrat 
‘Uthman also reiterated the same principle. Hadrat ‘Ali said: ‘‘As 
jong as I obey God, you must obey all my commands whether you 
like them or not ; if I disobey God, then none need be obeyed in 
defiance of Allah.” All this suggests ample scope for opposition, 
at least on individual level. 

But whether there can be opposition on the basis of party 
system, as it exists in modern democracies, requires analysis, 
Macl ver defines a political party as an association of individuals 
organised in support of some principle or policy which, by consti- 
tutional means, it endeavours to make the determinant of Goyern- 
ment. If the sole and primary purpose of a political party be to 
capture political power, such a party, in my view, will not be in 
keeping with the spirit of Islam. Islam insists on unity of faith 
and action and enjoins us to “‘hold fast, all together, by the rope 
of Allah and be not divided”’ (iii. 104). 

In an Islamic State, election or expression of popular will, 
in one way or the other, is likely to be a regular feature; in 
everyday matters also people are likely to have divergent views. 
Islam being the greatest exponent of freedom of conscience, this 
divergence of views is to be welcome, The opposition, of course, 
has to be political and not ideological. In an Islamic State 
loyalty is only to the constitution and truth. There is no 
such thing as party loyalty. If truth lies on the opposite side 
one must acknowledge it as such. In my view political opposition 


is possible on the basis of party system! But. parties it 


in an 


Islamic State would be radically different from the ones we see in 
modern democracies, It is for the modern Muslim, State ito.evolve = 


thing against a party that is based on the principle of helping Or E 


another in righteousness and piety. Hence there is 
scope for exploitation of the minority by the inajoritynt 
fare State in Islam must ‘be ace on ee proper rea 
this political’value. | oiidh sidsiie | 
"Economic Velues. The last, not least, is the economic value 
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rofiteer at the cost of others. But, unlike Communism, it does not 
old rich men under a sentence of death. It permits the holding of 

what is known as functional property and encourages the produc 

tive and beneficial use of capital, The motive of the Islamic teach- 
ings i in regard to economic system is that they seek to discourage 


hoarding and stimulate spending, because wealth, whether in the 
hands of one or a few men, has a social destiny. The Holy Book 


proper manifestation of which ts one of the basic aims of the Wel- 
fare State in Islam. The basic economic values of Islam start with 
the fact that absolute ownership of everything belongs to Allahand 
the whole of mankind is His vicegerent on the earth and every- 
body has his due share in it, Thus everybody has the right to 
participate in the process of production, and no section of society 
will be ignored in the process of distribution. 


Legal own«rship by the individual is recognised and Ssafe- aA 
guarded in Islam, but all ownership is subjected to the moral ' Speak to My servants 
obligation that in all wealth all sections of soci ty, and even anl- Who have believed, j 
mals, have aright to share (li. 20). In fact, this supplementing 0! That they may establish 


Regular prayers and spend 
(In charity) out of the Sustenance 
We have given them, 


legal obligations to be discharged through voluntary effort runs 
through every part of the Islamic system. 


Islam has encouraged all types of economic activities subject | Secretly, and openly, before 
to the injunctions of the Our’an and the Sunnah. Monopolies and The coming of a Day 
speculative business are prohibited because al] this is opposed to In which there will be ~ 
beneficence Neither mutual bargaining 


Nor befriending (xiv, 31). 


And spend (in charity) ; jon 
Out of what We have provided Lo 


Islam views with extreme disfavour the monopoly of resour- 
ces by a few self-seeking millionaires., he Holy Our an Says: 


In order that it (wealth) may not | For them, secretly and openly. 
(Merely) make a circuit Hope for Commerce 

3etween the wealthy among you (Ilix. 7). That will never fail (xxxv. 29). 
The Holy Prophet (peace and blessings of God be upon him) 


3 | | | It is obvious that the stress is on socially beneficial ans 
commends and commands socially beneficial expenditure: ‘“‘Riches = Rha IA he micintermcated Cal warne oooimes. 


Should be taken from the rich and returned to the poor” ears extravagance and reckless spending. He commands ; Pres 


(Bukhari, 8), / But waste not : 
There is a grieyous punishment in store for those who abuse _ By excess, for God loveth not wasters (vi. 14). 4 "T 

a ‘a ; Ui taeer a foiciw 4) Gea 

their riches to the detriment of society. God commands : » Verily spendthrifts are brothers) 4.5. {ln sence de 


(The stern command will say :) Of the Evil Ones; | 


=, ead? aay lo 


#2 4 ri!) init add to wloeon 
“Seize ye him, __And the Evil One ee) OD Ae ee 
And bind ye him, ‘Is to his Lord (Himself) © Pal g3ase agile eudt 
And burn ye him, bn ~ Ungrateful (xvii. 27) samy Ha io déislesifiniin Parse 


In the Blazing Fire. 


Further, make him march Thus we see that niggardliness i is condemned asan nega 


In a chain, whereof | ight’ quality. Wealth of ‘misers inste ad of ‘br 
The length is seventy cubits” (]xix. 30 ; xxxi. 32). . an: advantage, becomes a handicar and arrests thei “mc 
Islam, as the above-quoted verses prove to the hilt, is all for : spiritual development (iii. 181). The other extreme, extravag 


the equitable distribution of wealth and doesnot countenance idle 
hoards of the Napoleans of finance and others of their ilk who 


because it puts wealth out of citculation and Taepriv 


~ LAI! xy 


is s equally condemned, Again, “hoarding i‘ abs lute a | 
es the c i 
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as well as the rest of the community of its beneficent use”’ (ix. 34), 


Islam prohibits interest because interest has nothing to do in 


Influencing the volume of saving, because it makes depression . = 
chronic, because it aggravates unemployment problem and, SELECTED BIBLIOGRAPH Y 
finally, because it encourages unequal distribution of wealth, ; ) 
Modern banks charge interest regardless of any loss or profit to ) (a) Books on Islam 
business men, It would, therefore, be seen that under capitalistic 
Aghnides, N.P., Mohammedan Theories of Finance, Lahore, Premier 


e to further the In- 


Book House, 1961 . 


economy an organised attempt is being mad 


terests of the rich and precluding the possibility of establishing 
economic equilibrium in society. As against this Islam has tried Ameer Ali, The Spirtt of Islam, London, 1939 
to bring economic equality in the State by imposing Zakat on Arberry, A.J., Revelation and Reason in Islam, London, 1957 
surplus funds. ) | Arnold, T.W., Preaching of Istam (2ad eda.), London, 1913 
The institution of Zakat is an element in Islamic Socialism. Calverley, L.E., Islam: An Introduction, Cairo, 1958 
Zakat 1S, in fact, a tax which the rik b have to pay towards the com- Casell, A., An Interpretation of Islam, Washington, 1954 
mon welfare of the nation as a whole. It intends ‘‘to take wealth Gibb, H.A.R_, Mohammedanism, Oxford Univ. Press, 1949 
from the rich and to return it to the poor . In the light of such an Gibb, H.A.R., and Kramers, Shorter Encyclopaedia of Islam, 
explicit objective, Professor Pigou’s cry of Welfare Economics on Leiden, 1953 ' 
the basis of transference of wealth from the rich to the poor has Hakim, Khalita A),\/slam\and Communtsm, Lahore, 1962 
nothing original in it, During Caliphate days Zakat was so com- : gun haldun, 4F Migadasmes jp chapter 
prehensive and broadbased that it not only produced socialistic Tye TT Hes BG 0) ERIE AHOrS Sn: Muhammad 
redistribution of wealth but also tended to create a healthy non- | eT ars sta sa Triste aad Riba sLahore 
careeeeruecame of mupe anise Pigg 2 Cp iet ahs Mazheruddin, The Quranic Concept of History, Rawalpindi, 1965 
Fastly, the Islamic law of inheritance runs counter to the Mohammad Hussain, Mirza, Jslam and Socialism, Lahore, Sh 
concentration of wealth in a few hands and by allowing women to | Afihem mind Fey. : 4 4 na 
take share in the ownership of property, Islam encourages the Muhammad Ali, M., A Manual of Hadith, Lahore 
participation of women in economic activities. The basic objective SnD he Religion of Islam, Lahore 
of all these economic values is to increase, te:totalwecombmic Nasir Aare! S.K., Some Aspects of the Constitution and Economics 
wealth which must have the widest and most beneficent distri- of Islam, ‘Woking ; ole | 
bution among all sections of community and should not become al-Qur’an : | | Je, 
Arabic Text and English translation, Rabwab; 1965 BTiS te 


the monopoly of the rich (lix. 8). 

Thus Welfare State in Islam is based on harmonious devélop- 
ment and manifestation of all possible values of life—moraland 
spiritual, socia], economic and political. It is interesting to note 
that Pakistan is committed to the Welfare State concept based 


Arabic text with English translation by Abdullah Y usuif i Ali, 
Lahore, Sh. Muhammad Ashraf | gol 
English translation by A.J. Arberry : The Koran I interpre 


London, 1963. i 
. English translation by M. M, Pickthall: The Meaning a the 


~ 


on the ideology of Islam. True it is that the objectives of our 

Perspective Planning, if properly achieved, will go a long way in j Glorious Koran, Oxford Univ. Press, 1955.90 

attaining Social justice, but many a social and economic institu- Qureshi, A.I., Jslam and the Theory of Interest, Lahore, . Sh 

tion of Pakistan still requires a major readjustment for attaining Muhammad Ashraf oy “igtho 

the goal of Welfare State. { Rahman, F., Islam, Oxford Univ. Press, 1966  — a a 
—, Islamic Methodology. in History, Rawalpindi, 1965 
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